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1960 


Best operational year for 


GULF OIL 


Gulf’s 1960 Annual Report, recently mailed to share- 
holders, records net earnings of $330,310,825—an in- 
crease of 14°° over the previous year. 

Contributing significantly to earnings were the Com- 
pany’s domestic operations which brought in $198 mil- 
lion or 60°C of total net income. 

In all major scopes of activity, new records were 
established. World-wide, production was up 12.5‘; 
crude oil processed rose 11°; and sales of refined 
products showed a 2.8° gain. 

Financial and operating highlights of Gulf for 1960 
and 1959 appear below. 

If you'd like a copy of the complete Report, write to: 
Public Relations Department, Gulf Oil Corporation, 
P. O. Box 1166, Pittsburgh 30, Pa. 


CONSOLIDATED FINANCIAL DATA 


1960 
Net Income $ 330,311,000 
Per Share’ $3.20 
Cash Dividends $ 99,558,000 
Per Share $1.00 
Stock Dividend 3% 
Working Capital (current assets less current liabilities $ 781,185,000 
Long-Term Debt $ 257,385,000 
Total Assets $3,843,429,000 
Sales and Other Operating Revenues $3,212,205,000 
Capital Expenditures ae $ 346,155,000 


Based on the shares outstanding at the end of 1960. 


OPERATIONS DATA-DAILY AVERAGE BARRELS* 


Net Crude Oil and Condensate Produced erie 1,463,528 
Net Natural Gas Liquids Produced 42,462 
Crude Oil Processed at Refineries aye : 759,152 
Refined Products Sold 842.054 
Natural Gas Liquids Sold 117,410 


**Operations data include Gulf’s equity in all operations in which it has an interest. 





1959 
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The Ticker Publishing Company is affiliated by common ownership with 
the Investment Management Service and with no other organization. It 
publishes the Magazine of Wall Street and Business Analyst, issued 
bi-weekly, and The Investment and Business Forecast, issued weekly. 
Neither the Ticker Publishing Company nor any affiliated service or pub- 
lication has anything for sale but information and advice. No securities or 
funds are handled under any circumstances for any client or subscriber. 


More often than not, that’s how 
we feel about investing in com- 
mon stocks. 

Because we've always believed 
in the long-range growth of 
American business... 





Because it has been our experi- 
ence that only a relative few 
have the touch, the tempera- 
ment, and the resources to be- 
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“Our organizational changes are designed to improve 
sales and earnings and to accelerate long-term 
growth. The unification of three separate 
refining-marketing operations will give us the 
advantages of efficiency and flexibility under single 
management of a nation-wide subsidiary. The 

new structure will permit all of our 

executives to use their talents more effectively to 
improve the Company’s profitability.” 


JOHN E,. SWEARINGEN, PRESIDENT 


STANDARD 


OL COM PAN Y (indiana) 
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MAJOR MOVES 





FOR LONG-RANGE 


GROWTH 


Nineteen-sixty Annual Report discloses accomplishments in 


terms of increased earnings 


During 1960, Standard Oil Company (Indiana) made several 
important strides in ‘ts long-range program to increase efli- 
ciency and earnings. A comprehensive reorganization of 
product manufactu, img, marketing and distributing activities 
was accomplished. Foreign activities were accelerated. And a 
new planning department was set up to help lay out long-range 
programs for the Company and assess investment oppor- 
tunities in the petroleum business and related fields. 

For the year 1960, corporate earnings were about 4 per cent 
greater than in 1959. Net earnings totaled $144,762,000 or 
$4.05 a share on the average number of shares outstanding, as 
compared with a net of $139,597,000 or $3.90 a share the 
previous year. Cash flow increased to $9.62 a share, compared 
with $8.70 a share in 1959. 


Record Income and Assets. Sales and other operating reve- 
nues were up, due mainly to larger sales of major petroleum 
products, natural gas and automobile supplies. Total income 
rose $57 million to a record $2,038,208,000. Total assets at 
year end equalled nearly $3 billion. Capital expenditures were 


$251,574,000. 


Important Reorganization. On December 31, 1960, the Com- 
pany completed a major reorganization in which Standard Oil 
Company (Indiana) acc entirely a parent company for 
domestic and foreign activities. Its functions will be: 1) to 
provide guidance for policies. planning, and programs of the 
consolidated enterprise; 2) to oversee and handle the Com- 
pany’s business and financial affairs; 3) to coordinate opera- 
tions among all subsidiaries; 4) to evaluate performance, 
organization and personnel. 

The direct management of the manufacturing. transporta- 
tion, research and marketing facilities was turned over to its 
wholly-owned subsidiary —American Oil Company. American 
Oil Company, further expanded by the facilities of Utah Oil 
Refining Company, also wholly-owned, has become a national 
refining-marketing organization, with all the increased effi- 
ciency inherent in unified management. Operations of other 
Standard Oil Company (Indiana) subsidiaries were not 
affected by the reorganization. 


Dividends Paid. The Company paid four quarterly cash 
dividends of 35 cents each per share. In addition, a special 
fourth quarter dividend of one share of Standard Oil Company 


and corporate reorganization 


(New Jersey) stock was paid for each 65 shares of Standard Oil 
Company (Indiana) stock, or cash payments were made in lieu 
of fractional shares of Jersey stock. The total dividend value 
was $1.995 and equal to about 50 per cent of earnings. marking 
the ninth straight year in which this ratio has been maintained. 


Production. Net production of crude oil and natural gas 
liquids in North America averaged 299,283 barrels per day in 
1960. After production of 110 million barrels during the year, 
reserves showed a gain of 103 million barrels, bringing the total 
reserves in North America to 2,347 million barrels at year end. 
Net production of natural gas increased 4.5 per cent—from 
1.51 billion cubic feet daily to 1.58 billion cubic feet. Net 
proved reserves of natural gas totaled 15,358 billion cubic feet 
at year end, an increase of 2,090 billion cubic feet. 

In Argentina substantial production of crude oil was 
achieved amounting to 31.400 barrels a day at year end. In 
Venezuela the Company shared in the completion of several 
large wells. A subsidiary was formed in Australia— Amoco 
Australia Ltd.—which plans to build a refinery near Brisbane 
with an initial crude capacity of 15,000 barrels a day. 


Directory of Standard Oil Company (Indiana) Major Subsidiaries 
PAN AMERICAN PETROLEUM CORPORATION, Tulsa, finds and 


produces crude oil and natural gas in the United States and Canada. Its 
subsidiary, Pan American International Oil Corporation, New York City, 
engages in oil exploration and development outside of North America. 


AMERICAN OIL COMPANY, headquartered in Chicago, manufactures, 
transports, and sells petroleum products in the United States. It markets 
through its Standard Oil division in 15 Midwest states. 


SERVICE PIPE LINE COMPANY, Tulsa, transports crude oil for our 


refineries and for others. 


AMOCO CHEMICALS CORPORATION, Chicago, manufactures and 


markets chemicals from petroleum here and abroad. 


INDIANA OIL PURCHASING COMPANY. Tulsa, buys, sells, and trades 


crude oil and natural gas liquids in the United States. 


AMOCO TRADING CORPORATION, New York City, buys, sells, and 


trades crude oil and products elsewhere in the world. 


TULOMA GAS PRODUCTS COMPANY, Tulsa, markets liquefied 


petroleum gas, natural gasoline, and related products. 


For the complete 1960 Annual Report, write Standard Oil Company (Ind.), Dept. W-100. 


STANDARD OIL COMPANY (INDIANA), 910 S. MICHIGAN, CHICAGO 80, ILLINOIS 
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The Trend of Events 


‘HE MAN IN SPACE... The most interesting thing 
hat came out of this bold journey was the news 
rom Moscow that Yuri Gagarin and his family 
would be rewarded with a four-room apartment in 
i residential area where accommodations are usu- 
illy reserved for foreign diplomats and other im- 
portant people. 

While this doesn’t seem like much of a reward to 
the Western world, it is a dream beyond imagination 
for the average Russian citizen whose families are 
crowded together in one or two rooms, with a com- 
mon kitchen being shared by three or four families. 

Of course there will probably be a special medal 
struck off for Mr. Gagarin and elaborate ceremon- 
ies honoring him. Perhaps this will divert the Rus- 
sian mind from some of their pressing problems, 
such as shortage of housing and inadequate food 
supply, which certainly deserve as much attention 
and expenditure as do adventures in space. 

If the Soviet government had spent only one small 
part of the huge sums involved in this argosy into 
the skies on its agricultural program, there would 
have been no crop failure in Russia today, and no 
anxiety about the future of their food supply. Nor 
would Moscow be obliged to dump gold on the Lon- 
don market where the decline in the price of the 
metal is strengthening the position of the American 
dollar—a situation they normally would have moved 
heaven and earth to avoid. 

So shaky are Russia’s finances that today in the 
black market, even behind the Lron Curtain, rubles 
are 25-40 to the dollar against the official rate of 10 
to the dollar. This rate of exchange represents the 
free world market evaluation of the fiscal position 
of the Soviet Union, which continues to sacrifice 
the inner man to outer space at a fabulous cost. 


Without deprecating this grand adventure into 
the unknown, we cannot help but comment on its 
nebulous character, which is still in the realm of 
experimentation as far as any practical value is 
concerned. Certainly Mr. Hilton need not rush to 
plan a Venus, Mars or Lunar Hilton to accommodate 
the surge of tourist trade. 

It is well to recognize that Russia’s crowning 
achievement in space technology, interesting as it 
is, contributed nothing to man’s well-being. While 
spectacular, it cannot be compared with the great 
boons to mankind throughout the ages, such as fire 
and the wheel, which permitted primitive man to 
survive, and took him out of the caves into the 
light—to the printing press that opened his mind 
to knowledge—to the sailing ships that freed the 
galley slaves—the harnessing of electricity that lit 
up and powered the world of man—the telephone 
and telegraph—the wireless—and the radio—to cite 
but a few of the great discoveries. Nor can it be 
compared to the blessings to mankind from the con- 
tributions of Pasteur and the other great scientists, 
whose techniques and vaccines have enabled us to 
control epidemics that in previous ages had swept 
and decimated the population in many lands. 

We applaud and endorse the continuation of space 
projects for the United States, but not as 2 crash 
program which involves such huge sums, while seri- 
ous problems close at hand need concentration, 
stepped-up effort and money for their solution. 

The desalinization of water on a grand scale which 
we urged as far back as two years ago, would be 
a great boon to this country today in its efforts 
to expand and enrich our economy, for it would 
rehabilitate dying areas and irrigate vast wastelands 
in the Southwest which would provide work for the 
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thousands of unemployed, and build homes and in- 
dustries for the population explosion which is now 
taking place. 

After all, the practical values of a safari into 
space may not be realized for many years, and it 
seems only plain common sense to attend to the 
needs that are close at hand—to keep our feet an 


the earth and put first things first. 

As far as Russia is concerned, the greatest value 
she can derive from her exploit is probably in the 
field of propaganda—for the development of a us 
able space platform with military striking power i: 
a possibility that is still in the realm of conjecture 

, ENI 


NOTE . . . There is a general impression 4hat the possibility now exists that the Russians. 
launched a man in space on April 8th whé returned to earth so mentally unbalanced that - 
he was unable to talk intelligently, and that Yuri Gagarin was substituted at the last 


moment. 


Such a hoax we would not put beyond Russian capability, for the young Gagarin is 
apparently a poised, lucid and finished orator with all the attributes of wife, children, 
father, mother and grandparents, suited to Russian propaganda needs at the moment. 
Maybe the “Daily Worker’ of London, which printed the beat, has the true answer to 


this story. 
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| a Native Haitian spinning on her doorstep. Her colorful 





RIAL and error is unnecessary—since there is 

spread on the record of history the story of, and 
the causes for, the rise and fall of the great nations 
throughout time, where all who care may read and 
learn. 

We do not have to go back to the Roman age, 
where the errors of judgment by those with a lust 
for power, and the fatal weakness in leadership that 
sought to buy the people with circuses, tore down a 
great empire and left it lying in the dust for almost 
2,000 years. 

Our own hemisphere contains much more modern 
examples. In fact, we need only to see what hap- 
pened under various forms of government since 
1791 in Haiti, which we visited just recently, to 
obtain an understanding of the part that the people 
play in the success of any form of government. 

Because we were terribly shocked at the great 
poverty in a country that is practically self-support- 
ing in every facet of human needs (food, clothing 
and shelter—and possessing exportable goods that 
could create great wealth), we felt impelled to dig 
further, to find out what was wrong with the sys- 
tem—and how such a decline in the well-being of 
the people could ever have come about. 

By accident we came upon a book by James G. 


116 


product will be displayed in the crowded market place. 


TODAY’S DANGEROUS ADVENTURES IN POLITICAL EXPERIMENT — 


Leyburn, “The Haitian People’, published by the 
Yale University Press, that should be required read- 
ing for government officials and political theorists, 
as well as students in our schools and colleges, 
where it can be used advantageously to impart a 
realistic knowledge of political philosophies and gov- 
ernment systems—their advantages and disadvan- 
tages. By this means we can avoid experimentation 
by impractical idealists, demagogues and hatchet 
men, so that future generations can achieve a 
greater stability than the world knows today. 


COMMON SENSE RULE WITH DISCIPLINE — It was 
extremely interesting to note that Saint-Domingue, 
now Haiti, was the first black republic in _his- 
tory which, under its first ruler, Toussaint, made 
such great progress that he won the admiration 
and friendly cooperation of John Adams, then Presi- 
dent of the United States. And so inspiring was 
this man that at his death Wordsworth wrote a 
moving sonnet which referred to him as one who 
“had strengthened human faith in man’s unconquer- 
able mind”. Toussaint, pursuing a calm policy of 
moderation, brought anarchy and massacres to an 
end, uniting the people and winning their coopera- 
tion in the building of a great state. 
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This enlightened administration was destroyed by 
Napoleon, who, hoping to use Saint-Domingue as a 
base for his plan of colonial conquest in the Western 
Hemisphere, treacherously dimmed and extinguished 
this great light. But ruining the country econom- 
ically, ended French control, so that when he broke 
e Treaty of Amiens, precipitating a European 
ar, he was forced to abandon his ambitions. (In 
ict, certain historians declare it was this situation 
iat obliged him to sell Louisiana to the youthful 
nited States.) 


HARSH DICTATORSHIP—The two succeeding rulers, 
essalines and Christophe, attempted to build up 
ie country through harsh dictatorships—and final- 
failed when the enslavement of the people became 
ore and more oppressive, and rivalries for leader- 
ip spurred by the lust for power broke out into the 
en. 


LAISSEZ-FAIRE SOCIALISM—The revolt that followed 
unched the democratic socialistic rule of Pétion, 
ho substituted persuasion for discipline. But he 
ily succeeded in disorganizing the country and 
‘riously weakening the stamina of the people 
rough a break-up of the large plantations upon 
hich the prosperity of the country and the income 
0° the government depended. 

Then the devastating deteriorition set in as it 

as bound to do when the entity of plantation man- 

igement was shattered. The nat‘onal income de- 
ined since the small farmers would not carry on 
ie work necessary to maintain their holdings. And 
although Pétion tried one device after another he 
failed to spur the people to productive activity and, 
as a result, the economy was unable to function. His 
laissez-faire philosophy made it impossible to main- 
tain a government that could work for the good of 
all the people, so that Jean-Pierre Boyer, who suc- 
ceeded him, was unable to carry on, and the country 
sank further and further into a morass of neglect 
and inactivity, without any thought whatever foi 
the commonweal. 

The final result was a continuing decline of 
interest by the individuals in the country as a whole, 
with the people preferring to work only when it 
suited them, and solely for the benefit of themselves 
and their families. 

The socialistic policies of Pétion and his successor, 
Boyer, were the early forerunners of today’s welfare 
state theory, in which the people come more and 
more to look to the government for support and 
sustenance, and where individual discipline and duty 
are no longer the requisites of good citizenship and 
assurance of freedom. 

Today in Haiti we see in the uncultivated fields, 
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in the dilapidated hovels and the multitudes of beg- 


gars, the great truth that the understanding of the 


human mind has been ignored in dealing with the 


realities for the welfare of the people and the state. 


It is clear that only by retraining the population, 


and educating the very young and the generation 
coming of age that Haiti’s problems can be solved. 


Certainly there is a lesson for the United States 
in what happened in Haiti, a land of beauty and 


substance. Today, as a great state, we are letting 
down the bars, and the forces of destruction are 
already gnawing at 
quickly torn down in the space of a few years, al- 


the structure, which can be 


though the building process of our prosperity took 


almost two centuries. 


Again we see the adventurers who dream up the 
various political systems are thinking in terms of 


theories and self-interest, and not reckoning with 
the mentality, phychology and ego of the human 


beings with whom they are dealing in the various 
strata of our society. Just as in Haiti, there is a 


great need for enlightenment in our own country, 


which is at the moment moving toward a New 
Frontier, only the shadow of which is on the horizon. 
What lies ahead will, as in Haiti, depend on the 


education and training we give our children—and 


how well we imbue those who are on the verge of 
manhood and womanhood with the sense of responsi- 
bility and self-discipline that freedom requires for 
their individual well-being and the security of the 


state. 


CUBA ... As we go to press, fragmentary and 
unofficial news flashes reaching us tell of a rebel 
invasion attempt to overthrow the deceitful regime of 
Fidel Castro, whédin the space of two years, has torn 
down prosperous,Cuba and substituted Communism 
for his promise of Democracy and liberty. 

In various ways he made the same mistakes as 
that which led to the downfall in Haiti—breaking up 
the big plantations and efficient corporate entities. 
But he even went further in his destructive tactics by 
confiscating the homes and the savings of the Cuban 
middle-class and lower-class population, upsetting the 
lives of the millions of people who had made a con- 
tribution to a better life for themselves individually 
and for the state. In one fell swoop he cut the ground 
from under their hopes and dreams and ushered them 
instead into a totalitarian-slavery-dictatorship. 

This revolt by the Cuban people against their 
oppressor will undoubtedly be a blow to Khrushchev, 
who had, like Napoleon in Saint-Dominigue, sought 
to set up a base in Cuba from which to ig 
coicnize all Latin America and the Western ES 
Hemisphere if he could. END 7 # 
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The Gambling In Today’s Market 


With the recession over, business probably is heading for a slow and unexciting revival. 
However, the stock market is discounting a boom and there is excess in many of the issues 
that are today’s market leaders. Speculative risks are increased, potentials for gains reduced. 
While further rise is possible, a careful and selective investment policy remains in order. 


By A. T. MILLER 


N a mixed market, selective upward tendencies in 

the industrial list were extended into the forepart 
of last week, followed by narrow and indecisive fluc- 
tuation to the week end. Both at the best price levels 
and subsequently, there was a considerable calming 
down in trading activity as compared with the most 
hectic recent pace. Whether this is “the pause that 
refreshes” or start of a corrective phase—either by 
consolidation or some technical reaction—remains to 
be seen. 

A widely publicized, but not too significant feature 
since our last previous analysis was written was the 
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attainment of a new all-time high by the Dow indu - 
trial average in an April 10 surge of 8.38 point 
That, plus a small gain in the following session, pvt 
it to a level of 8.64 points (less than 1.3‘~) above 
the top reached in January, 1960. Various indexes 
compiled from a broader, more representative list cf 
industrial stocks went into new high ground by late 
January of this year, or more than ten weeks earlie). 

Compare this with the rail average, which Dow 
chartists were looking to for confirmation of th2 
uptrend. In a continuing lag, the rail section lost 
ground over the past fortnight, with the average 
now off over 8 points from its March 22 
recovery high and even a little under 
the best level attained as far back as 
mid-January. The earlier rise in the 
Dow utility average has slowed suffi- 
ciently to make it hard for the eye to 
see any progress on the chart for the 
last four weeks or so, although another 
new postwar high was attained by a 
thin margin on Monday, April 10. 


Market Losina Steam? 


Moreover, aside from the relativel) 
poor rail performance and the narrowe! 
movement of utilities, there are other 
indications that the advance, now in its 
sixth month and amounting for the in 
dustrial average to about 23% from the 
October, 1960, low, is losing vigor and 
that the market may need to “stop, look 
and listen” for a time. 

Measured by turnover, maximun 
public enthusiasm on the buying sid 
to date was seen on April 4, with trad 
ine volume at 7,080,000 shares and the 
industrial average at 678.77. At the 
subsequent hich of 694.11 on April 11. 
volume was off to 5,230,000 shares. This 
was cut further in recent days. 

Over the last fortnight, daily new 
highs in individual stocks reached a 
maximum of 195 in the trading sessio1 
of Monday, April 3. At last week’s new 
high for the industrial average the 
figure was down to 152. In some subse 
quent trading sessions it dwindled t« 
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siock prices (broader and 
more representative than 
the Dow) have extended the January, 1960 high by 
only 10%. Further, in nearly four years since the 
1957 market top was established, the rise has been 
only 36%. 

So there is a question not only of who is buying 
but also who is selling. Some, including fund man- 
agers, are selling certain stocks because they think 
prices are high enough or too high, and switching 
funds to other issues. Some are content to sell on 
the same reasoning, and hold cash at least tempo- 
rarily, hoping for better buying opportunities ahead. 
More and more people are, or will be tempted to take 
some profits on stocks bought around the 1960 lows 
as gains shift from short-term to long-term (over 6 
months) for tax purposes. 


The Indicated Thinkina of Many Fund Managers is More 
Conservative Than in Some Time 


How much the recent warning by the President of 
the New York Stock Exchange against indiscrimi- 
nate gambling and speculating in stocks by the un- 
informed public acted as a damper on the market is 
conjectural. There is always the likelihood that the 
current quieting down in trader activity, and in fluc- 
tuation of the averages would have come anyway, 
since it was certainly justifiable on technical grounds 
alone. 

Official warnings generally come when they are 
cverdue and have been more or less demanded by 
cbvious and growing excess. There has been plenty 
of excess in many individual situations, especially 
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in obscure over-the-counter issues and in a minority 
of Big-Board stocks not included in the industrial 
average. 

Indeed, excess is not the word. It amounts to 
gambling, with little or no relation to earnings or 
valuations thereof. There has been, and is, more of 
it than at any time since 1929. The fact that it is on 
a cash basis or largely so, instead of on thin margins, 
does not make it sound and will not prevent large 
losses by foolish people in duc time. 

The market will generally find nothing to cheer 
about in the first-quarter earnings reports now be- 
ginning to come out in increasing numbers. Outside 
of stable fields of business, they will make very poor 
reading in most cases. As that will not surprise in- 
formed people, the over-all effect may be limited. 
But as has already been demonstrated in some in- 
stances, individual stocks can easily be knocked 
down by publication of dismal reports. 

Slow Turn In Business 

There is increasing evidence that the business re- 
cession is over, as indicated by the following levels 
for the Reserve Board’s production index: January 
102.3, February 101.9, March 102.4. There is mild 
improvement in steel activity, automobile sales and 
output, manufacturers’ new orders, in the average 
factory work week and in private housing starts. 

But there is growing agreement with our view 
that the recovery will be slow—probably slower than 
that of 1958—and that (Please turn to page 172) 
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IMPACT ON SECURITY PRICES OF 
BUDGETARY SURPLUSES AND DEFICITS 


By PAUL J. 


& Cites action of stocks and bonds u 
& Significance for unemployment — 
& Deals with rise in Federal debt f 


MAYNARD 


nder deflation-inflation since 1930 


for business 
rom $16 billion to $286 billion — 


its significance for security prices — business profits — government 
tax revenue — extent of deficit spending ahead 


INCE the pump-priming efforts of the Roosevelt- 
Administrations in the 1930’s, the effect of gov- 
ernment spending programs and budgetary deficits 
on business has been the subject of much politico- 
economic debate. Looking back to the decade of the 
1930’s, there were deficits in every year excepting 
1930 and yet the latter year was the only one of 
the decade in which unemployment equalled less 
than 14% of the total labor force. 
> In other words, during Roosevelt’s first two 
administrations, there were deficits in every year 
and they averaged $3 billion per year, but still 
unemployment never went below 14%. 
> It is true that the level of business activity 
did increase at least up to 1937, but the 1938 re- 
cession was very sharp, and pump-priming, with- 
out business confidence, could not be termed an 
unqualifiedly effective instrument. 
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> However, during the World War II years, 
when governmental expenditures jumped more 
than ten fold from $9 billion in 1940 to a peak oi 
$98 billion in 1945 with a $54 billion deficit, the 
impact on the nation’s economy was very great. 
This has led some big-spending advocates to clain 
that the reason pump-priming didn’t work during 
the 1930’s was that it wasn’t done on a sufficiently 
large scale. This, of course, is equivalent to statin: 
that massive doses of inflation are needed to keep 
our economy operating at a high level of activity. 


The Facts of Life Then and Now 


> The alarming feature of the rise in the federal 
debt from about $16 billion thirty vears ago to its 
present level of $286 billion, is that in only 6 years 
during this period has there bcen a surplus, while 
in 24 years expenditures exceeded receipts. 
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U.S. CASH SURPLUSES OR DEFICITS 
VERSUS STOCK PRICES AND INDUSTRIAL PRODUCTION 
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parison with the trend of business and the 


This highlights the difficulty involved in planning 
for deficits in depression years and surpluses in 
years of prosperity. The theory of compensating 
fiscal policy was outlined recently by an Adminis- 
tration supporter as follows: - 

“The Kennedy doctrine—is that Federal reve- 
nues and expenditures should be in balance ‘over 
the years of the business cycle’—about four or 
five years—in a year of recession there ought to 
be a deficit and in years of boom there ought to 
be a surplus. When as has been the case since the 
early 1950's, there is a chronic sluggishness in the 
economy, it is unsound fiscal policy to try to 
achieve a budget surplus.” 

“The principal difficulty with this theory is that 
deficits tend to become habitual, and politicians find 
ways to spend money faster than funds are made 
available. During boom periods there is little in- 
clination to build up sufficiently large surpluses to 
offset the deficits accumulated during recessions. In 
short, the cycle theory, while seemingly a valid one, 
simply doesn’t work because it fails to fit in with 
the political facts of life. 

& Other disconcerting characteristics of the 
current movement toward larger deficits are the 
.endencies to attribute them to the former Admin- 
istration and to lay them at the door of unavoidable 
inereases in military appropriations. It has been 


APRIL 22, 1961 


1954 


1955 1956 1957 1958 1959 1960 


to facilitate com- 
. Quart rly data, s¢ asonally adjusted, ; Monthly average. 


demonstrated that while disappointing tax yields 
and some unavoidable increases in spending might 
have put fiscal 1961 somewhat in the red and might 
have cut into the estimated surplus for fiscal 1962, 
the bulk of the sizeable deficits now looming cannot 
be blamed on the Eisenhower Administration but 
are attributable in major part to increased spending 
programs of the present Administration. 

> Furthermore, while defense appropriations have 
increased, the bulk of the increase in budgeted ex- 
penditures in the budgets for fiscal 1961 and fiscal 
1962 are in the non-military area. Rather than con- 
stituting a restraining influence on expenditures, 
the Kennedy Administration actually embraces new 
spending proposals. This, coupled with a tendency 
to oppose the growth of corporate profits which pro- 
vide the basis of taxes, may make the New Frontier 
an outpost for deficits. 


Certainty of Accelerated Deficit Spending 

Recently announced upward revisions of Federal! 
expenditures and downward revisions of projected 
revenues now indicate sizeable deficits for the fiscal 
years ending June 30, 1961 and June 30, 1962. The 
estimates of the Eisenhower Administration of a 
small surplus for the current fiscal vear and for a 
$1.5 billion surplus for fiscal 1962 have now been 
changed to prospective deficits of $2.2 billion for 
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the current fiscal year and $2.8 billion for the year 
following. Furthermore, since new spending plans 
appear to be developing almost daily, it is reasonable 
to believe that these prospective deficits may grow 
rather than shrink. In the words of one observer, 
“we are just seeing the top of the iceberg”. Indus- 
trial output for 1961 vs 1960 is expected to show a 
decline of about 6%, which wil cause a further drop 
in corporate profits. Thus total Federal tax re- 
ceipts from 1961 corporate levies may be substan- 
tially be'ow expectations. Corporations generally 
contribute about 25° of total Treasury receipts 
each year. 

With larger defense spending, with the Federal 
Government seeking to assume gigantic new respon- 
sibilities for the people’s education, health, housing 
and welfare and with even larger farm sub- 
sidies, total government expenditures are rising 
sharply. Without stretching one’s imagination, it is 
easy to see how the deficit for the current year end- 
ing June 30, 1961 may be further increased to $3 
billion, with next year’s deficit (for the fiscal year 
ended June 30, 1962) rising above $16 billion. 


Prospects of budgetary deficits of this order of magni- 
tude will have important implications for the outlook 
for stock and bond markets and for business. 


If the future holds in store for us larger federal 
spending programs and bigger budgetary deficits, 
what are the implications for the securities’ markets 
and for the nation’s economy? Superimposing fur- 
ther deficits on our already debt-burdened and 
heavily taxed economy would certainly add to the 
inflationary pressures. The most logical conclusion 
is that this would provide at least a short term stim- 
ulus to general business activity and would tend to 
be reflected in higher stock prices and lower bond 
prices. In broad outline, this might be descriptive 
of what lies ahead. But there are several qualifying 
factors which may well have counteracting effects, 
particularly if the deficits are of sufficient magni- 
tude to arouse fears of rapid deterioration of the 
value of the dollar. 

Deferring consideration of these qualifying fac- 
tors for the moment, our economy tuday is such 
that the $80 billion put and take of the Federal 
government has come to represent a substantial part 
of any economic forecast. As a nation we have 
reached a point where we are prone to adapt our 
thinking and our plans to substantial government 
expenditures. And there seems to be some evidence 
that in periods of budget surpluses (when the take 
is larger than the put) stock prices and the rate of 
activity move downward, while in periods of budg- 
etary deficits, business activity and stock prices 
tend to rise. What this suggests is that deficit financ- 
ing on a fairly substantial scale may be likened to 
an injection of adrenalin. It by no means indicates 
that this is a sound or healthful state of affairs. 
On the contrary, our chronic budgetary deficits sug- 
gest that unless we are careful we may become 
addicted to this potentially dangerous stimulant. 


Apparent Correlation Between Surplus-Deficit Periods 
and Market Trends 


Over the past decade we have had alternating 
periods of surplus and deficit and in almost each 
instance the stock market has tended to go off dur- 
ing the surplus periods and to appreciate substan- 
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tially during periods of deficit. 

> For example, the year ending Dec., 1948 was 
one of budget surplus and the stock market went 
down from 150 to about 120 on the MWS Compos- 
ite Stock Index. The Dow Industrials told a similar 
story. This was followed by a deficit period running 


to June, 1950, during which the MWS Index 
rose to the area of 155. ® In the surplus pericd 
from June, 1950 to June, 1951 the Index wis 
in the 155-200 zone, but in the following defic t 
period from September, 1951 to June, 1955 our ma -- 
ket index climbed from 195 to 315. ® The following 
period from June, 1956-Dec., 1957 was a surplis 
period during which the market index tended dowr - 
ward from 330 to 270. The period from Decembe ., 
1957-December, 1959 may be characterized as a 
deficit period, and the stock market index rose frora 
270 to 485, but in the following surplus period froia 
December, 1959 to September of 1960 the index fell 
off to 420. 

The correlation perhaps is not as close as it would 
appear to be and may be due in large measure to 
psychological factors which play an important role | 
in stock market fluctuations. When related to actu: | 7 
cash receipts and expenditures, the causal relatior - 
ship between deficits and higher stock prices is by 
no means immediate. ® With respect to the level 
of business activity as indicated by the Feder: | 
Reserve Board Index of Industrial Preduction, the 
correlation between budgetary deficits and rate cf J 
activity of the economy also is not easily establishe | 
on a direct cause and effect basis. But some rela- 
tionship might be developed between the substanti«! 
budget deficits of the fiscal years 1952-1955 and the 
15% rise in the Federal Reserve Index of Pre- 
duction (1947-1949=100) from 127 to 146 in that 
period. Furthermore it might be claimed that the 
rise in the F.R.B. Index of Production from 141 in 
1958 to 159 in 1959 was related to the large deficit 
of fiscal year 1959 and that the decline in the Index 
last year was due to the shift to a budget surplus. 
Here again, however, the direct linkage between 
cause and effect is not always conclusive. Time dif- 
ferences between appropriations and cash expendi- 
tures come into the situation, making for distortions. 

A Hint of Migher Interest Rates 

With respect to bond markets, the relationships 
between deficits and deficit financing are easier to 
trace. For example, the sharp rise in interest rates 
through most of 1959 and into early 1960 was re- | 











lated in part to the squeeze on the bond markets as R 
the Treasury attempted to finance its deficit at the a 
same iime that the demands for credit by business | try. I 
were at a high level. Generally, investors tend to | Stone 
put their funds into equities and to pay less atten- | with 
tion to bonds or other types of fixed-income securi- | for u 
ties during periods of inflation. l 
Many observers believe that at present, with son 
larger Treasury borrowings already in sight for do 
the last half of 1961, underlying forces are point- | suc 
ing toward higher interest rates and lower bond © and 
prices. The pressure on bonds could become par-) > ‘ 
ticularly severe if a large Treasury deficit is ac- | buildi 
companied by rising credit needs of business. be in 
Even though the Kennedy Administration has in- } Admi 
dicated a desire to nudge long term interest rates } ©! ho 
downward, this may prove to be impossible to } ©! the 
achieve without increasing the danger of unre- | !©W, | 
strained inflation. If (Please turn to page 160) § * onal 
| 
PRI 
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IN THE BIG HOUSING MARKET 
OF TOMORROW ? 


By WARD GATES 


> A realistic approach to the advantages — problems — 
and markets for shell — mobile —- and prefab homes 
> Where realism conflicts with the no-down-payment 


25-40 year mortgage 


® Companies making progress in the various fields 


RESIDENT KENNEDY recently aimed his big 

anti-recession guns at the homebuilding indus- 
try. He outlined a program which has as its corner- 
stone forty year government insured mortgages 
with no required down payment on houses selling 
for under $13,500. 

Undoubtedly such “liberal” terms will spur 
some buying, especially among those who fail to 
do the arithmetic and thus never learn that under 
such terms they will actually pay more than two- 
and-a-half times $13,500 for their homes. 

& Oddly enough, however, the real spurt in home- 
building, if one develops during the Sixties, will not 
be in the type of conventional home that is the 
Administration’s concern, but rather in new types 
of housing that now exist only on the outer fringes 
cf the industry. Prefabricated homes are not really 
rew, and by now can be classed along with conven- 
tonal homes, but mobile homes and shell homes 
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answer a need that is becoming more and more ap- 
parent despite trends in the major sectors of the 
home-building market. 

Before describing these new markets a little back- 
ground will help place the entire housing industry 
in perspective. Since the end of World War II the 
housing industry has built over 19 million new 
homes in the United States, and in the process has 
transformed the average American from tenant to 
homeowner. ® This enormous boom was fed on 
three seperate forces: @ first, under-building during 
the depressed Thirties; @ second, wartime short- 
ages that prevented an upsurge in building during 
the war when people began to accumulate the funds 
that would ordinarily have gone into housing ; @ and 
third, the population structure was ripe for a hous- 
ing explosion. 

Now, however, the pent up demand has been 
largely satisfied, the depression and war induced 
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Millions of units 


PRIVATE HOUSING STARTS 


Prefabs and shell homes grow faster than conventional units 





ping the low-cost market, but 
unfortunately costs have re- 
mained stubbornly high. The 
reason is simply that the vast 
number of prefabricated sec- 











tions that go into the homes 
require too many separate 
production processes for ecc- 
nomical operation. Reductio1 
in labor costs does lower the 
cost of the prefab below the 
conventional home, but nct 
enough to fill the need fcr 
real low-cost housing. 

It is for this reason, inc - 
dentally, that U.S. Steel, 
through its Gunnison Steel 
subsidiary, has high hopes fcr 
steel construction in prefa»d 
homes. Steel is an ideal m:z- 
terial for mass productior, 
since shapes can be stampe | 
rather than constructec. 
Moreover, the development cf 
new types of steel make pos- 
sible textured steel walls, as 


ONE AND 
TWO-FAMILY 
UNITS 


PREFABS AND 
SHELL HOMES 


APARTMENTS 





shortages pretty well made up, and the industry is 
left with only two major markets. @ The first con- 
sists of the low income group that has never in the 
past been able to afford their own homes; @ the 
second is the number of new families that regularly 
graduate into the home-owning category. 

This last factor provides the rub. For by 1970, 
although our population will expand to about 220 
million people, the 30 to 40 year-old age group will 
actually decline by about one million persons. And 
this group is far and away the most important mar- 
ket for new homes. Mr. Kennedy can liberalize home 
buying terms but he cannot create a population that 
just doesn’t exist. Moreover, the problem is com- 
pounded by the breakdown of commuter service in 
suburban areas, which is driving more and more of 
the forty-year olds back to apartments in the cities. 


The Big Housing Market of Tomorrow 

While the number of 30 to 40 year-olds will be 
declining, in the next decade two other groups of 
prospective buyers will be increasing rapidly. The 
fastest of these is the 19 to 24 year-old group, and 
the other is the over-65 age level, which will expand 
by 25% over the next ten years. Both can be power- 
ful forces in the housing market, but hardly under 
the terms outlined by the Administration. The 
younger group represents newlyweds who can rarely 
afford the carrying charges on no-down payment 
mortgages, or who are still too uncertain about their 
futures to make large capital commitments. The 
aged group, on the other hand, for obvious reasons 
cannot qualify for twenty-year mortgages, much 
less the forty-year variety.Hence, the problem of 
tapping two of the largest markets for housing 
rests on low costs:—costs low enough to induce 
newlyweds to buy rather than rent, and low enough 
to allow the aged to either buy their retirement 
homes outright or pay them off in a brief five to 
seven year period. 

Prefabricated houses have long been the hope of 
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the building industry for tap. | 
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tect tab bie 
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well as outer walls that can | 


be sprayed with stucco-like | 


materials. But if the hopes are high, the costs are 
still not low enough for a major breakthrough. In 
fact, a prefabricated home today is usually in the 
$12,000 to $15,000 bracket, and there are some that 
run as high as $80,000. 

Significantly, prefabricated home sales fell sharply 
in 1960 along with conventional home sales. True, 
the drop was not quite as big, but it was over 10° 
compared to an 18% decline in the conventional 
home market. 


Shell Homes Stand Out 


> On the other hand, the type of home produced | 


directly for the low income market boomed in 1960. 
Shell homes, which are nomes that are complete on 
the outside but unfinished internally, soared about 


50% last year and from every indication they will | 


keep in the same trend in 1961 and beyond. The 
secret, of course, is price—and the market the shell 
home is designed to tap. Typically the shell sells for 
$1,000 to $5,000 erected on the owner’s site. The 
owner can then finish off all or part of the interior 
himself for costs varying from $500 to $2,500, de- 
es on the amount of professional help he em- 
ploys. 

Understandably, the industry has its greates 
momentum in the South where incomes are lower 
and where climatic conditions impose less rigid hous- 
ing standards. But even though the industry is stil] 
young and small, there are signs that it will break 
out of these geographic confines and move into the 
big time. 

Six years ago there were only $5 million worth of 
sales in the entire shell home industry. In 1960 the 
figure crossed $75 million and was attracting nev 
recruits rapidly. The biggest newcomer, and the one 
that will probably have the major impact is Certain- 
Teed Products, an established producer of buildin; 
materials. The company is starting from scratch, bu 
hopes to build up a big enough dealership organiza- 
tion to sell 10,000 shell homes a year by 1962. This 
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Latest Statistics on Makers of Shell, Mobile & Prefabricated Homes 
—_—-—-1959--— 1960 
Net Net Net Net Net Net Indic. 
Where Sales Income Earnings Sales Income Earnings Current Recent Div. 
Listed Per Per Div. Price Yield 
(Millions) Share (Millions) Share Per Share * 
“SHELL” HOME BUILDING COMPANIES 
TTT Uni $2.7 $ .1 $ .15 $2.6" $ 15 $ .06° $ 6 % 
Certain-teed Products ...................... N.Y.S.E 100.7 3.3 1.69 93.2 2.3 1.24 85 42 2.0 | 
Crumpton Builders Inc. ................ Unl 1.51 ab 15! 2.71 21 35! 4 
(Jim) Walter Co. ................. pennies Unl 26.3- 2.82 2.79° 36.9° 3.4- 2.28- .80 55 1.4 
Standard & Shell Homes ................. Uni 13 N.A. N.A. 4 N.A. .03% 18 
U. S. Shell Homes ................. Uni 1.04 N.A. .33 1.35 N.A. 593 24 
Wise Homes Inc. ..0..........ccceecceeeeees ; Unl 2.7 3 41 9.2 5 .84 20 
!__Year ended June 30. 36 months. 5__9 months. 
2—Year ended August 31. 4_Year ended February 28. N.A.—-Not available. 
“MOBILE” HOME PRODUCING COMPANIES 
Chance Vought Corp. (Vought Ind.) N.Y.S.E. $254.6 $4.9 $4.12 $213.8 $3.8 $3.27 $2.00 48 4.1% 
| Detroiter Mobile Homes Inc. ......... Unl 23.3 1.6 1.85 26.5 1.4 1.59 40 14 2.9 | 
Guerdon Industries Inc. ................... Amer. S.E. 31.7! 1.2! 1.14! 18.52 62 2.2° 7 | 
Skyline Homes Inc. ‘A’ .......... Unl 6.8% .28 1.68% 5.0% 13 483 .80 14 5.7 
Spartan Aircraft Corp. ....... Unl 14.0 43 4.47 N.A. N.A. N.A. 4 
Vagabond Coach Mfg. Co. .. Unl 5.5 J 1.44 N.A. N.A. N.A. 5 
d_— Deficit. Acct. of Co., from 8/5/59 to 3/31/60. 
1__From 8/5/59 to 3/31/60 and predecessor cos 3__§ months. 
from 4/1/59 to 8/4/60. N.A.Not available. 
; “PREFABRICATED” COMPANIES | 
Admiral Homes ............0.......-- Unl $1.6! $.11 $ .24! $1.4! $ 1! $ .10! 3 .10° 2 5.0% | 
Crawford Corp. ......cccccssessses Uni 9.52 52 2 5.42 22 372 60 10 60 | 
Harnischfeger Corp. .............-000+ Amer. S.E. 83.2 2.4 3.07 85.6 1.2 1.37 1.00 25 4.0 
Inland Homes Corp. ............0.000--... Amer. S.E. 2.98 13 563 2.73 “ie 60° 15° 21 7 
Johns-Manville Corp. (Kahler Craft) N.Y.S.E. 377.5 31.6 3.73 365.1 26.5 3.12 2.00 69 2.8 
National Houses ‘A’ ....................0005 Uni 94.0 1.8 42 78.0+ 1.54 N.A. 6 17 7 
Scholz Homes Inc. .......... ciahaih Unl 5.43 13 273 5.83 d.23 d.29° 5 
U. S. Steel ‘Gunnison Steel Homes) N.Y.S.E. 3,597.9 254.5 4.25 3,648.8 304.1 5.16 3.00 87 3.4 
N.A.—Not available. 29 months. 5 _Plus stock. 
36 months. 6__2% 





1__ Estimated. 


d— Deficit. 
1__7 months ended July 31. 


stock. | 























will place the company behind only one operator in 
the field, Jim Walter Corporation, which sold about 
13,500 homes in 1960. 

In order to carry out its program, Certain-Teed 
received a $100 million line of credit from CIT 
Financial which will enable the buyer to finance 
90% of his new home. The reason for the CIT tie-in 
is simply that banks will not give mortgages on 
unfinished homes, nor will the FHA or the Veteran’s 
Administration guarantee mortgages on shell homes. 
Hence, the biggest untapped housing market«—the 
low income group—cannot avail themselves of Presi- 
dent Kennedy’s largesse for the only kind of homes 
they can afford! 

Jim Walter Corporation pioneered the shel] home 
field and at the moment is far and away the biggest 
participant. Its stock, now traded in the Over-the- 
Counter market, is scheduled for listing on the New 
York Stock Exchange later this year. The company’s 
suecess so far has been astounding, but unfortu- 
nately for prospective investors the price of the 
stock has advanced at an even more rapid pace. In 
March, 1960, it was selling in the high twenties. 
Today it is quoted at about 55 dollars. 

The reason for the excitement can be seen in the 
figures. In a year of sharp decline in new housing, 
Jim Walter’s sales climbed from $26.3 million to $37 
million, and net income rose to $3.4 million from 
$2.8 million a year earlier. These figures show a 
profit margin of 10% after taxes, despite the fact 
that the company’s huge financing subsidiary is 
making no contribution to earnings. Paradoxically, 
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this is because the rate of growth is so rapid that 
the company is not as yet reaping the benefits of 
reinvested amortization payments that are the life’s 
blood of most financial institutions. Eventually, as 
growth slows a bit, and the company has huge 
monthly payments coming in from customers to be 
reinvested in mortgages or conventional securities, 
earnings growth can be even more rapid. 

In 1961, Jim Walter, which now accounts for 
about 50% of industry volume, hopes to sell 16,000 
shell homes—a performance that will make it hard 
for Certain-Teed to catch up. 

Beside Walter, and the upcoming Certain-Teed, 
a few other small but growing companies are active 
in shell homes. Among these are Bevis and Wise, 
each well run, but still too small to warrant the 
attention of conservative investors. 

Homes on Wheels 


Aside from shell homes, there is still another type 
that meets essential low cost requirements. This is 
the mobile home—the home on wheels, as opposed 
to the trailer which is merely a vacation cottage on 
wheels. The mobile home is not designed for towing 
by the family car—it is too big and heavy—but 
rather for easy mobility from one site to another 
via public haulage. 

Curiously, the mobile home also suffered a set- 
back during 1960, but a knowledge of the majo 
markets for this type of home explains the drop. 

> Mobile homes appeal primarily to two kinds of 
buyers. The first is the retired citizen who wants a 
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semi-permanent residence, but who also likes to feel 
free to change locations without selling his home 
and furniture and suffering all the other annoyances 
that accompany a permanent change of address. 
This type of buyer remained fairly aggressive in 
1960, and as the population continues to age retired 
people should become a bigger factor, provided that 
some stumbling blocks which we will discuss below 
can be worked out. 

& The second most important group are itinerant 
workers. Not exactly the Okies of California fame, 
but construction workers, farm technicians, and 
others whose jobs require fairly frequent uprooting. 
The industrial slowdown last year put a crimp in 
this market, but from all indications it will be only 
temporary. Highway construction is scheduled for 
a big boost from the administration, while the con- 
struction of scores of new missile bases around the 
nation will also require hoards of construction 
workers. 

Problems That Must Be Solved 


> In the long run, however, it is principally the 
retired individual that the industry must count upon 
for its basic market. But before growth can proceed 
more rapidly, certain fundamental problems must 
be worked out. The first is the provision of attrac- 
tive sites for setting the home down on a semi-per- 
manent basis. Mobile home dwellers are not trailer 
addicts, content merely to plug into an electric out- 
let at any drab spot. They want full utilities, gar- 
dens, and most of the comforts that go with civilized 
life. But although there are already an estimated 
15,000 mcbile home parks in the United States, 
many of them are little more than sand heaps. A 
few, especially in Colifornia, Florida and Arizona, 
do border on the luxurious, but before they can pro- 
liferate many problems must be solved. Not the least 
is the reluctance of towns to set aside desirable 
lands for mobile parks, since in many areas their 
inhabitants are regarded with scorn. Even if this 
prejudice is overcome there remains the practical 
problem of whether transient residents—if their 
stay stretches over a period of years—should bear 
their fair share of the tax burden for schools and 
local government. 

Certainly more parks will add to the already four 
million persons living in mobile homes. The model 
parks now in existence have paved streets, sewage 
connections, all utilities, laundromats, recreational 
facilities (even golf courses) and other niceties of 
life. As these become more numerous, and more 
attractive, resistance will probably break down. 

@ In fact, the major mobile home manufacturers 
are lending a hand. They provide consulting services 
to prospective park builders, and have even offered 
the opinion that mobile home dwellers should carry 
their share of local tax burdens. 

Biggest operator in this field so far is’ Vought 
Industries, a division of Chance-Vought Corporaton. 
Chance-Vought, as discussed in cur merger story in 
the previous issue, has been faced with the problem 
of building a new business to replace its fading 
status as an aircraft producer. The entry into mobile 
homes has been a profitable step along the road to 
rehabilitation even though 1960 results failed to 
fulfill the promise of the excellent start gained in 
1959. With a resurgence of business activity, sales 
should pick up substantially. 
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Others in the mobile home field are mostly rela- 
tively small. Guerdon Industries has sales of over 
$30 million, but the other publicly held companies 
are tiny. Moreover the industry is studded with 
scores of local operators, since construction is pri- 
marily a process of assembling manufactured parts. 
Hence, small operators tend to spring up in retire- 
ment areas where they can undersell more distant 
manufacturers because there is no shipping cost. 
This pattern may be disruptive once the growth 
rate slows for mobile homes, but at the moment the 
local assembler is just a symptom of the industry’s 
growing pains. 

PreFabs Go Big Time 


The prefabricated home, which has long been 
viewed as the ideal compromise between style and 
price, appears ideally suited to benefit from the 
Kennedy program, but it probably won’t work out 
that way. For one thing, the prefab industry, young 
though it is, has suffered cyclical swings comparable 
to the conventional home building industry. Fur- 
thermore, the prefab manufacturer is encountering 
the same problems faced by conventional builders. 
For example, buyers are more style-conscious, are 
demanding more built-in conveniences and are ex- 
tremely price conscious. In addition, rising land 
values have made the cost of home-ownership al- 
most prohibitive for many families, even if they 
can buy a prefab for as little as $12,000. 

Why can’t costs come down? Because the average 
prefab contains between 600 and 1,000 separate 
parts, each requiring factory construction before 
assembly at the building site. 

To offset these problems the prefab manufactur- 
ers have taken to glamor. Instead of selling low cost, 
they are increasngly selling style and appealing to 
the middle income group that provides the major 
market for the conventional home-builder. Hence, 
the prefab is no longer the ugly little box it once 
was, but neither is it the ideal low-priced home 
anymore. 

The fortunes of National Homes illustrates the 
industry’s ups and downs. National’s sales grew by 
over 1500° during the decade of the Fifties, but 
a real cyclical pattern is observable. In 1956 sales 
dropped about 24% from the previous year; they 
slid again slightly in 1957, climbed about 16% in 
1958 ; soared about 75° in 1959; and then dropped 
15% in 1960. 

Earnings followed an equally erratic pattern, and 
through the entire period were never sufficient to 
provide for cash dividend payments. 

Significantly, National has now entered the shell 
home market, joining a parade that includes Johns- 
Manville and others who see enormous potential in 
the low-priced market. 


What the Future Holds 

The housing industry is ready for a revolution. 
Except for the prefab, whose problem we have out- 
lined, there have been few real innovations in home- 
building for decades. New materials have appeared 
in abundance, but the problems of carpentry, brick 
and mortar work, plumbing and wiring and so on, 
remain as they were. In a nation starving for new 
homes, as was the case through most of the postwar 
period in the U.S., these problems were not too vital. 
Now, however, they (Please turn to page 172) 
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AS SOUTH AFRICA 
LEAVES THE BRITISH COMMONWEALTH 


By WENDELL MOTT 


> The significant loss in unity and stability for the Commonwealth in South 


Africa’s decision to go it alone 


> Where new line-up shifts balance of power to the Afro-Asian countries — 
strong in population but weak economically 

& Its significance for South Africa financially and economically — how it 
will affect the current trade position — the rivalries it will set up — what 
it means for the near-term — for the longer term 

> Effect of the loss of South Africa's skills — wealth — and political stability 
end leadership to the United Kingdom at this crucial period in this 


modern revolutionary world 


OUTH AFRICA’S forthcoming withdrawal from 
S the British Commonwealth has abruptly aroused 
the world to the realization that the Commonwealth 
is not what it used to be. 

A number of forces have been altering, almost 
imperceptibly, the fundamental structure of the 
Commonwealth and it is important to understand 
them fully, for they will continue to be a source for 
thange long after the South African break has 
healed. 

The first and most important has been the star- 
ling change in membership. 

1947 was ‘ne turning point. Before this date, 
Canada, Austraiia, New Zealand and the Union of 
South Afric« were, aside from the United Kingdom, 
he only independent members in the Commonwealth. 
Western nations. Their rich 
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natural resources and comparatively sparse popula- 
tion drew settlers, capital and technical know-how 
from Great Britain and formed the basis for close 
and lasting ties. Their unity was concr-te and their 
purpose clear-cut. And it is this core of charter 
members that has been such a bulwark of strength 
for the West in the Cold War. 


The Shift in Character and Interests 

But after 1947 this cohesion was rapidly diluted 
by the addition of seven new members with a whole 
new set of motives and conflicting cross-purposes. 
These seven include: India, Pakistan, Ceylon, Ghana, 
the Federation of Malaya, the Federation of Nigeria 
and, just last month, the Republic of Cyprus. All, 
with the exception of Cyprus, are struggling new 
African and Asian nations. Their voices now hold 
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= Commonwealth for markets for its manufactured belo 
FOREIGN CAPITAL IN THE UNION goods. The other members were equally dependent wre 
OF SOUTH AFRICA — 1959 on England for an outlet for their foodstuffs and 7 — 
(Millions of South African Pounds) * raw materials. Since the war the United Kingdom clusi 
Total Total’Non- Total All has found more prosperous customers among the | ™0? 
_ Orect = Direct rere highly industrialized nations of Europe and North oe 
wee wy ; ve « «< 71 ro « , « 216 ‘ © : 
STERLING AREA o.com 668.5 308.5 977.0 mango eee trade with producers of raw materials shar 
United Kingdom oo... 633.6 269.4 903.0 pt pace. enjo 
~— of — and ae _ a Simultaneously, new industries have taken roo TI 
ae... 19.8 19.9 39.7 on the fringes of the Commonwealth. Many were entis 
DOLLAR AREA . 149.8 158.0 307.8 built to meet wartime shortages but now continu: Com 
— — conemennennnn TENS oe ye to bite into the former markets held by British ex. § A 
Cd epaengampecacataame 12 144 ports. Spurring this drive toward industrialization men 
Other Dollar .....ccccecsseessseeee 13.2 1.2 14.4 has been the fact that since 1953 the prices fo. © Com 
OEEC TERRITORIES 0... 88.7 129.4 218.1 primary commodities have deteriorated 7% whik é of tl 
fone 8g gts a0 ~Prices commanded by manufactured goods have | {pit 
poate 18.5 42.2 60.7 risen 9% above the 1953 level. But this new in how 
one ome ARS AS: a7 ue = dustry does not necessarily generate new trade wit! ‘ we 
Other Countries. --.O0 3.0 59 the United Kingdom. Com 
NE Oe 18.0 1.1 19.1 What is now emerging is a number of natura Unit 
ine. —_s et sme trade groupings within and outside the Common Com 
wealth which further detract from the central im 
*—Seuth eeocap Poesy ge a ee P portance of the British position. These include suc} 
as ae len ae uwainn eee geographical groupings as: 1) the Union of Sout! Le 
| Africa—the Federation of Rhodesia and Nyasa econ 
land, 2) India—Pakistan—Ceylon, 3) Australia— dam: 
the majority in the annual Commonwealth Prime New Zealand, and 4) Canada—the United States In 
Ministers’ Conference. But although they also out- In addition, low-cost Japanese goods especially de- of $ 
weigh the Western members in terms of population signed for low-income markets are invading the syste 
by a six to one ratio, their combined national in- Commonwealth trading area despite tariff barriers. were 
> sc ar 7. ‘ c d ‘ 7 , »har . 
a less than 40% of that of the five charter Diminishing Role of Preferential Tariff | & 
Whereas the older members have been moderate A few words ought to be said about the prefer- ferer 
and stable, the position of the new members as ential tariff system used in the British Common- ann 
“have-not” nations makes them more revolutionary Wealth inasmuch as its importance has been highly marl 
and more impatient to force change upon other overrated. vool 
members, as happened in the case of South Africa’s It is estimated that no more than 55% of the | Afri 
domestic racial policy. Moreover, unlike the early United Kingdom’s imports from the Commonwealth price 
Commonwealth members, they not only fail to fully and 50% of its exports to the Commonwealth are | weal 
appreciate the role of private foreign capital but even touched by preferential rates. Those that are Aust 
sometimes go so far as to create political conditions favored enjoy duties averaging only 5% to 20% plum 
hostile to it, with the result that ° Nv 
their resources are not employed oni 
to the maximum. And lastly, their SOUTH AFRICA’S BALANCE OF PAYMENTS ' Onlv 
various shades of neutralism in (Allens of South Aivicun Pounds) * notic 
the Cold War further blur Com- heen 
monwealth allegiances. ae 1954 195519561957 195819591960 | = 
The net effect of this change Imports, F.0.b. oceccsoo 446 489 -SOl -558 -—567 —499 —s66 | sterl 
has been a shift of the center of Th 
gravity within the Commonwealth ene 333 370 412 446 386 432 434 tl 
away from the shoulders of the Trade Balance... 113 119 89 112 181 57 132 renee 
— 2 ousir 
Western nations who have been Freight, Insurance, 
a source of strength and stability ogg — ta Ss yr ney st - ™ ae - si ‘i Po 
and onto the shoulders of the new Fi 
African and Asian members who Net Gold Output ................ 165 183 198 214 220 252 267 
are dangerously unsteady and still Balance on Current — 
unproven. SD cccasticcenenieniemnes 52 45 a 10 74 79 15 
Private Capital Movements 
Disruption of Traditional Trade SIE cas cadenshiuiedaiieisanuiteieasions 76 10 9 29 42 24 —97 
Patterns Capital Movements in the 
Official & Banking Ind 
A second long-term force has a ae een 20 15 2 9 36 15 16 
been the gradual dissipation of Balance on Capital Acc’t 96 25 7 20 78 «39 81 Go 
the highly interdependent trade Change te Geld & Fersign an 
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monwealth. Before World War II *South African Pound: $2.80 | oo 
the United Kingdom looked to the 
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below those levied on goods to and from non-Com- 
monwealth nations. This fact has led to the con- 
clusion, reported in a comprehensive study of Com- 
monwealth trade by the Economist Intelligence 
Unit in London, that “the preferences do not, in 
many cases, give Commonwealth exporters a larger 
share of the market than they would otherwise 
enjoy.” 

The proof is in the fact that trade in non-prefer- 
ential goods has actually grown more rapidly than 
Commonwealth trade in other goods. 

Add up all of these basic changes—the Afro-Asian 
membership in the Commonwealth, the diffusion of 
(Commonwealth trade ties, the declining importance 
of the preference system—and it is clear that the 
United Kingdom’s position in the Commonwealth 
has been drastically eroded. Add to this the depar- 
ture of South Africa, a powerful member of the 
Commonwealth, and it might well convince the 
United Kingdom that it is now free to join the 
Common Market. 


Effects of Withdrawal Upon South Africa 


Let’s look at the effects of this break upon the 
economy of South Africa. It is clear that no major 
camage will be done in the field of trade. 

In 1958 only 7.3° of South Africa’s total exports 
of $1081 million came under the preferential tariff 

ystem and the margins in some of these goods 
were small. 

In a few specific commodities a pinch will be felt, 
however. Australia will be certain to protest pre- 
erential treatment for South African citrus and 
anned fruit, 75° of which goes to the British 
market. South Africa’s wine sales, and perhaps 
vool, will also face a squeeze. One sixth of South 
\frica’s output of sugar is assured a market at 
prices well above the free rate under the Common- 
wealth Sugar Agreement, and the West Indies and 
Australia can be expected to make a bid for this 
plum also. 

Nor will exporters to South Africa lose much 
because of the termination of Commonwealth status. 
Only the imports of electrical machinery will be 
noticeably affected. Margins on other imports have 
been small. 

There is no reason for South Africa to leave the 
sterling area. 

The real damage to South Africa will come from 
another quarter, the growing loss of confidence by 
businessmen in its political future. 


Political Unrest May Injure Economic Opportunity 
First of all, it should be unmistakably clear that 











THE CHANGING STRUCTURE 
OF THE BRITISH COMMONWEALTH 
Nat. Income 
Date of Population ($ million) 
Membership (millions) 1959 
UNITED KINGDOM December 11, 1931 52.0 53,C07 
| (Statute of Westminster) 
CANADA a = 17.9 27,214 
AUSTRALIA os - 10.2 11,810 =| 
NEW ZEALAND 7” ; 2.3 2,884 
SOUTH AFRICA s 14.7 5,034 
Total for Early Members 92.1 99,947 | 
INDIA (Republic) . August 15, 1947 438.0 26,090 | 
PAKISTAN (Republic) August 15. 1947 88.2 4,562 | 
CEYLON February 4, 1948 9.6 1,131 
GHANA (Republic) March 6, 1957 6.7 1,215 
FED. OF MALAYA August 31, 1957 6.7 1,447 
| FED. OF NIGERIA October 1, 1960 35.0 2,186 
| CYPRUS (Republic; March 13, 1961 6 190 
Total for New Members 584.8 36,821 
SIERRA LEONE April 27, 1961 2.5 
(Membership upon 
independence) 
TANGANYIKA December28, 1961 9.1 





| date of independence | 
(membership uncertaoin) 
WEST INDIES FED Late 1962? 3.2 


Total for Prospective Members 14.8 


























| DIRECTION OF SOUTH AFRICA’S 
FOREIGN TRADE — 1959 

| Exports Imports 
Independent Commonwealth 33.7% 40.6% 
| oa (30.2%) (31.1%) 
| British Colonial Territories ... 13.0% 5.4% 
| Continental Western Europe 17.6% 23.7% 
| Central Africa a 18.3% 5.9%’ 
A ESE Se soe 9.4% 17.0%’ 
eS fo ~ Ae 8.0% 7.4% 
I I sc ncccttclictnicccndnidiats $1210 million $1397 million 
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the potential wealth of South African natural re- 
sources, the skills of its population and its reputa- 
tion for trustworthiness in international financial 
dealings, give it the basic ingredients for one of the 
most promising futures in Africa. It is not only the 
world’s largest producer of diamonds and gold, but 
it has a wide range of other minerals, with produc- 
tion costs for coal and steel among the lowest in the 
world. It’s broadly-based manufacturing industry 
has now surpassed agriculture and mining as the 
chief contributor to the national income. And there 
is still room for expansion. 

But politics cannot be forgotten, and despite the 
underlying strengths of its economy, it will be its 
politics that will decide its economic future. 

> The efforts of three million Whites, led by 
Prime Minister Hendrik Verwoerd and his Nation- 
alist Party, to hold the lid down on twelve million 
bristling black African and Asian citizens of his 
country is all too likely to end in an explosion. 
Despite ominous warnings, he is determined to en- 
force an apartheid policy that insists that no Afri- 
can hold a position having a white man as a subordi- 
nate. The Sharpeville massacre a year ago caused 
$225 million in foreign-held capital to flee the coun- 
try. In 1961 the rate has been estimated at roughly 
$5 million per month. 

It has been the evidence of this stubborn com- 
mitment to an explosive racial policy, and not simply 
the prospect of a South Africa outside the Com- 
monwealth, that endangers private capital. 

Foreign Capital Already Affected 

South Africa is more dependent upon a regular 
inflow of capital than are other countries. Between 
1954 and 1959 it ran a consistent trade deficit of 
about $315 million yearly. This has normally been 
covered by gold (Please turn to page 170) 
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CUBAN picture brightens, but only slightly, accord- 
ing to diplomatic sources who say that although the 
Communist- dominated Castro continues to suffer 
defections by Naval and other personnel, he has the 
upper hand through “sheer weight of arms.” An 
invasion now, or in the near future, is not possible 
despite the zeal of the anti-Castroites now in this 
country. They simply do not have the man-power 
or the fire power to do the job is a summary of 





WASHINGTON SEES: 

A mid- or late-Summer Berlin crisis is in the 
making. Russia’s Khrushchev plans it that way, 
even though he has said little or nothing of late 
on the West's “show case” of freedom in the 
heart of Communist-dominated East Europe West 
Berlin is K’s most serious problem in his efforts 
to keep Poland and the captive Baltic nations 
within the Red orbit. 

To this end, the grand Red strategy is to create 
various crises around the world and maintain 
continuous harrassment of the West, on the theory 
that if enough of these trouble-spots assume 
serious proportions, the United States is bound 
to make psychological errors of judgment under 
the various pressures. They are now getting ready 
to use Cuba as a stepping stone for a disruptive 
campaign in South America, a decisive maneuver 
in their efforts to take our minds off Berlin. 

Khrushchev and his Red China ally, Mao-Tse 
Tung, are not willing (or ready) at this time to 
participate in a full-scale war in Laos, the Congo 
or elsewhere. But they may overreach themselves, 
in which case the United States would be in a 
position to throw the commies “off balance”. 

President Kennedy's assumption of Western 
leadership during his talks with Macmillan is 
bound to create uncertainty in Khrushchev’s think- 
ing, for he has been counting on a lack of un- 
animity among the Western Powers. He will un- 
doubtedly wait upon Kennedy’s talks with Aden- 
aver and de Gaulle before deciding his stand. 
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opinion here; to which is added the regretful com- 
ment that our stance of military neutrality in the 
Western Hemisphere makes it impossible for the 
United States to supply arms and other materiel 
that would be needed to dislodge the bewhiskered 
tyro. In the background is the hope that within a 
year Cuba’s economic distress will bring the ouster 
of Castro and his aides without the necessity of 
frontal sea and air attack by the refugees, most of 
them (around 50,000) now domiciled here. 

On the other hand, it is reported that action should 
not be delayed, since time is running out, for Cze- 
choslovakia is now in the process of training a 
Cuban air force to man the several hundred Russian 
Migs with which the Soviet Union has agreed to 
supply Castro during the next six months, a great 
portion of which may already be in Cuba. 

oo 

UNEMPLOYMENT to be a continuing burden, despite 
prospective business upturn, even now in the process 
of coming about. Experts pessimistically forecast a 
future and continuing level very close to the five 
milion mark, only 500,000 under present level. They 
base their dire forebodings on a number of factors 
—continuing corporate mergers, mounting automa- 
tion in every industrial area, foreign competition, 
increasing farm mechanization, plus the willingness 
of politicians to appropriate liberally for the ben- 
efit of those out of work. A few of the more gloomy 
declare that “it will take another war to bring near- 
full employment.” 


SERIOUS INFLATION not likely, even though it has 
followed three previous post-war recessions. Govern- 
ment and private economists agree that there will 
be no inflationary “upsurge” at any time in the 
foreseeable future, assigning as reasons that (1) 
there are no shortages of important consumer 
goods; (2) the balance-of-payments problem im- 
poses restriction on price hikes; (3) wage and 
salary increases can no longer be passed along as 
higher prices, and (4) continuing high unemploy- 
ment will act as a brake on inflation. 
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Navy May Have Accomplished The “Impossible.” 


Uitil now, communication between the 
sabmarine and shore without the submersible 
ecposing its radio antenna above water 
could not be accomplished. This has impaired 
war effectiveness of the undersea craft. 
Development of the atomic-powered "sub," 
waich can cruise (or stay) in ocean depths 
for two months, or longer, has necessitated 
development of underwater communications. 
Navy has hinted that it can be announced 
within a matter of six months that sucha 
system has at long last been perfected. Fact 
is that an atomic-powered, Polaris—bearing 
Submarine (for 60 days submerged "on 
Station") maintained almost daily ship—to— 
shore communication during the entire 
period. How it was done is one of the most 
closely guarded security matters in the 
bosom of the Pentagon. 
































with submerged craft has been virtually 
Solved. There are still some 'bugs' but we 
think that we have the solution in sight. "It 
means," he continued, "that we can maintain 
-onstant communication with 'on station’ 
submarines in any part of the world without 
exposing them to the dangers attendant upon 
surfacing for radio communications. It also 
means that we are a long step ahead of cold war 
enemies, and have about reached the ultimate 
in a deterrent system." 

















Crash Program Needed For Atomic-Electric 
Jevelopments. This is the considered opinion 
of Washington experts who foresee electric 
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AS WE GO 
TO PRESS 


power demands on fossil fuels in next two 
decades as "more than serious." Despite 
successful operation of five atomic reactors 
in central station generation of electrical 
energy, none is economically competitive 
with the conventional fuels. In addition 
to initial capital outlay, other factors 
— safely adequately trained personnel — 
Energy Commission does not See problems 
that cannot be Solved through more 
intensive, albeit costly research, both 
by the Commission and private industry. 
Labor Has Difficulty Of Choice. Now cognizant 
of a Congressional (as well as public) 
program of the New Administration, organized 
labor, despite its large numbers of 
Washington lobbyists, has reluctantly 
decided that only a portion of the New 
portion to be considerably modified — 
iess liberal than hoped for. Labor's problem; 
Scatter forces over the entire field, or 
concentrate only upon those measures 








The question is not fully resolved 
at the moment, but indications are that 
concentration will be on some of the less 
controversial issues. Sure to be avoided are 
the Federal Aid—to—Education proposals, 
perhaps the most controversial of the entire 
New Frontiers program. Almost as contro— 
versial is medi-care for the aged under the 
Social Security System, but this is almost 














ahead of the now-snarled minimum wage bill 





131 





and the "common situs" picketing bill to 
legalize secondary boycotts at construction 
sites — including missile and other vital 
defense installations. Drastic modifi- 
cations of Taft-Hartley and Landrum 
Griffin Acts will be dropped from the agenda 
although there will be lip service to these 
proposals for the consumption of dues~ 
paying membership. 














Rubber Workers To Walk Softly, Have No Big 
Stick To Carry. United Rubber Workers, rapidly 
nearing June expiration of contracts with 
major tire manufacturers, are preparing 
wage demands and other fringe benefits. 
They will be "modest," according to a 
reliable AFL—CIO source who privately admits 
the URW (like many other unions) is not 
in position to "get tough." Increasing 
automation, declining tire demands have 
Strengthened the companies’ hands, he 
explained, accenting that managements 
could weather a protracted stoppage because 
of large inventories, while the workers 
have no inventories of cash or unemployment 
benefits to carry them through. What is 
true in the rubber area is true in other 
Segments of industry he added, predicting 
that the remainder of 1961 would be pretty 
much a period of only minor work stoppages. 
He also said that he believed strikes 
could be further reduced if rank-and-file 
workers (individually) voted on strike 


proposals. 







































































Hodges Steps Up Foreign Trade Program — 
Exports Accented. With nearly half a score trade 





Congress Swings Closer To Overall Civilian 
Procurement Set-Up For Defense. In the Solons' 
minds is recent annual report to Congress 
of Comptroller General Joseph Campbell, 

Jr., revealing downright waste and stupidity 
of Defense's procurement services — 
$232,000 annual loss on Navy's purchase 








of butter; $14,830 for a single employee's 
transportation of personal effects oversea; 
when faster service was available for less 
than $1,800. The list is almost infinite 
and runs into nearly $600 million of sheer 
waste. Defense, following the ancient 

Army saying, "The Army always covers up, 

but never cleans up," has promised to do 
better. This time, however, the legislators ' 
are definitely skeptical. In preparation 
is sweeping legislation to take all but 
vital weapons procurement away from military 
personnel and give the job to a Single 
civilian procurement body. One responsible 
Capitol Hill source says, "We do not 
Suspect dishonesty in military procurement, 
but we are convinced of duplication, 

even triplication, intermingled with a 
Sheer amount of stupidity." On a softer 
note, he adds that "uniformed personnel are 
primarily concerned with the art of warfare; 
Should not be excepted to know the 
intricacies of purchasing and economics." 
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Depressed Areas Aid May Burgeon To $2 Billion 
Annual Outlay. This according to a reliable T 








if the entire $394 million appropriation 
were used to create new jobs through new 
plant and equipment, it could make less than 














missions there or enroute to Africa, 
Commerce Secretary Luther Hodges maps a 
comprehensive program to “capture" trade 
in Africa's newly independent and about— 
to-be independent nations. Barriers are 
language differences and lack of "hard 
currency" by the Afros. These are not 
insurmountable, according to the Secretary, 
who feels that proper exhibition and 
demonstration of our products, plus the 
help of a few interpreters, will "sell" 

our wares, while yet—to—be—worked—out 
barter deals can be effected. This last — 
barter — could protect outflow of U.S. specie 
but, admittedly, could hurt some domestic 












































300,000 jobs on the assumption that it 
takes from $15,000 to $20,000 to erect plant 
and get equipment necessary to create the 

job. Since a portion of the money will go 

for purposes other than employment 

creation, the new job total will be smaller 

by some 35,000. In summary, it is pointed ( 
up that Marshall Plan (foreign) aid started 
out as a one-shot $5 billion proposition + 












































but mushroomed into an annual outlay of i 
about that much for each of the past several re 
years so "there is no reason to believe - 
that demagogic and public pressure will lo 
not boost aid for depressed areas to an de 





annual outlay of more than $2 billion for or 





industries. With this in mind, it is planned 
to negotiate for mineral and other products 
not plentiful here. 

















an underminded span of year." Further, there 
will be the pulling power of the appeal lit 
for help at home, rather than abroad. PA | 
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SALVATION 
FOR THE RAILS 


Through Mergers... 
Modernization... 
Diversification 


By ROBERT B. SHAW 


& Position of the individual rails — those to be- 
come alive through mergers — make progress 
— and others still in the doldrums 


ge = egos and the dwindling number of long- 
distance railroad passengers have been able to 
vatch the metamorphosis of the old Iron Horse at 
irst hand, but to others a stroll down to the depot, 
10 longer the social center of the village, might 
reveal some surprising changes. First of all, the 
lepot itself might be gone; if still standing it is 
likely to have an unkempt appearance and to be no 
longer manned by .a regular agent. Where once a 
lozen passenger trains a day stopped, there may 
nly be one or two now. Perhaps the freight car has 
vielded its place to a truck, which now delivers the 
few local consignments. The former four-track main 
line, of which the company was so proud back in the 
20’s, may have dwindled to two tracks, or two have 
been shrunk to one. 
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On the surface, these look like signs of retrogres- 
sion and decay—and some of them are. Undeniably, 
the railroads have deteriorated financially and suf- 
fered a severe traffic loss to other carriers, during 
the past generation. And yet many of these changes, 
although their full effect is yet to be felt, are bas- 
ically healthy. The single track, by application of 
centralized traffic control, has been given substan- 
tially the same capacity as the former double track. 
The vanished passenger trains were never very re- 
munerative at best; and the finai destruction by the 
buses and automobiles of their thin margin or profit 
was more of an insult than an injury. The local 
station and the way freight became uneconomical 
with the high wages and the five-day week, and a 
substitute truck (provided the ICC allows it un- 
trammeled operating rights) can provide superior 
local and less-than-carload service today 

The real workhorse of the railroad is, as always, 
the freight train. The diesel locomotive is no longer 
novel, and the rest of the freight may not look much 
different than it ever did. Yet, significant but subtle 
changes have also taken place here. The train is 
likely to be longer—100 cars or more—and to move 
faster than ever before. Engine cab and caboose 
are in touch with each other and with “shore” loca- 
tions by radio. If the cars are not all equipped with 
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roller bearings they may be protected against hot- 
boxes by electronic trackside detectors. The train 
was probably made up in an automated gravity yard 
and its consist has been flashed ahead to the next 
yard to reduce classification from hours to minutes. 
More specialized cars, including several types of 
piggyback and container carriers, are available to 
meet shoppers’ needs. All-in-all, the mile-long freight 
train, hauling the equivalent of 200 behemoth truck- 
loads under the control of a five-man crew, remains 
a transportation marvel unrivaled for true economy. 
But the improvements just described are still far 
from universal, while too many burdensome relics 
of the past linger on. While some few railroads are 
enjoying a blooming prosperity, a larger number 
are in indifferent health, and a few obviously require 
drastic prescriptions, perhaps even surgery. Reme- 
dies that are fairly clearly indicated often cannot 
be carried out, either because of chronic lack of 
capital or regulatory obstacles. Yet, far-reaching 
changes are already well advanced and investors 
should not imagine that “modernization” on the 
railroads is merely a press agent’s clever phrase. 
What are some of the major influences that are 
creating the New Look on the nation’s railroads ? 


Acceleration of Merger Progress 


Most important on the investment front—and 
also a matter of intense concern to labor organiza- 
tions—has been the rapid acceleration in merger 
progress. The Norfolk & Western-Virginian and Erie- 
Lackawanna hookups have long since become faits 
accomplis, and the Norfolks’ concrete proposal for 
merger with the Nickel Plate will be voted upon at 
the forthcoming shareholders’ meetings of both 
companies. The Chesapeake & Ohio has meanwhile 
won apparent control of the Baltimore & Ohio, al- 
though the New York Central has not yet conceded 
defeat in its struggle to acquire the B. & O. 

But these current mergers mark only the begin- 
ning of the redrawing of the railroad map in “trunk- 
line territory”. 

& The Wabash would also be drawn into the ex- 
panded Norfolk & Western system, and this might 
eventually join the Pennsylvania, once spurned as a 
partner by the New York Central. 

The Erie-Lackawanna has announced that it also 
wants to be-included in any such major combine. 

And it is not at all impossible that the feud be- 
tween the Central and Chesapeake roads may be 
ended and the originally projected three-way merger 
with the B & O eventually effected; this, at least, 
is the stated objective of President Charles Ireland 
of Alleghany Corp., which holds a controlling 15% 
interest in Central. If these two giant systems come 
into being, Lehigh Valley and the other smaller 
roads in the East will have to find some way of 
fitting in. 

» In the South, terms for the merger of the At- 
lantic Coast Line and Seaboard Air Line have been 
fully determined, and only the approval of the Inter- 
state Commerce Commission is being awaited. In 
contrast with some other proposed consolidations 
this one enjoys substantial local grass roots support. 

> In the Northwest the proposed unification of 
the Great Northern, Northern Pacific and Burling- 
ton (the latter almost wholly owned by the first 
two) is also ready for stockholder ratification. 


> A more difficult problem is presented in the 
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Far West, where two large powerful rivals, Southern 
Pacific and Santa Fe, are competing for domination 
of the strategic Western Pacific. Southern Pacific 
regards control of this line, which closely parallels 
its Salt Lake—San Francisco stem (the old Centra! 
Pacific), as a logical coordination step, but as this 
would deprive Santa Fe and Great Northern of thei: 
present independent connection with each other 
they are naturally bitterly opposed to Southerr 
Pacific’s plan. Other connecting roads have enterec 
the act, which has even acquired a mild Gilbert- 
and-Sullivan flavor, and an extended period of finan. 
cial maneuver is likely to ensue here before eithe 
of the rival heroes wins the not-so-bashful heiress. 


Labor Not Satisfied With Liberal Protective Provisions 


Railroad mergers are undoubtedly good for in- 
vestors, shippers and the general public alike. Still 
they sometimes do relegate proud communities to 
branch lines, deprive them of offices and shops, or 
take property off the tax rolls. More particularly, 
labor considers unification a drastic threat, even 
though burdensome labor protective provisions have 
been attached to all railroad mergers ever since 
1936. Specifically, railroad employees whose jobs are 
eliminated by merger are protected against financial 
loss for five years. Most of the present merger pro- 
posals would not require that any employees be dis- 
charged, but manpower would be gradually reduced 
about 10% by resignation and retirement. 

Not content with these concessions, railroad labor 
has recently adopted a firm policy of resistance to 
unification. Pressure is being particularly concen- 
trated against the two ‘“Northerns”, where the pros- 
pective downgrading of the Northern Pacific to a 
secondary route has inspired a good deal of commu- 
nity and political objection. The full consumption of 
the Erie-Lackawanna merger has also been delayed 
by union opposition, as the Supreme Court reversed 
itself in its initial rejection of the labor executives’ 
appeal. A final decision on the union’s demand for 
“sterilization” of the merger economies is expected 
any day now. 

@ This type of opposition will certainly delay, but 
is unlikely to thwart the accomplishment of railroad 
mergers that are sound from every economic point 
of view. It is important, however, that railroad in- 
vestors should take a positive interest in mergers, 
as an Offset to the tactics of other pressure groups. 

The Astonishing Growth of Piggyback 

The juvenile character of the word “piggyback”’ 
has apparently disturbed some austere railroad ex- 
ecutives, and they have tried to replace it with some 
more dignified designation, such as TOFC (trailer 
on flat car), rail-trailer or truck-train. Nevertheless, 
this rapidly expanding practice is likely to remain 
known as piggyback. 

As everyone who has recently been delayed by a 
freight train at a crossing knows, piggyback is the 
movement of loaded highway trailers on railroad 
flat cars. Although this mode of transportation does 
have some early antecedents, it- really began in its 
present form in 1953. A few railroads have not yet 
accepted piggyback at all, and a larger number are 
merely tolerating it. Many important carriers, how- 
ever, including the New York Central, Pennsylvania, 
Southern Pacific, Wabash and Erie, have adopted 
the new medium enthusiastically. Piggyback load- 
ings are currently averaging a trifle over 2% of all 
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18 Principal Railroads (10 Year Comparison) 
Gross Revenues Net Ton Miles Operating Ratio Net Earnings Indic. 
Per Share Rectnt Current Div. 
1951 1960 1951 1960 1951 1960 1951 1960 Price Dividend Yield 
(Millions) 
EASTERN RAILROADS 
Chesapeake & Ohio . $368.1 $343.5 36.4 28.8 70.9 77.1 $4.80 $5.15 63 $4.00 6.3% 
Erie-Lackawanne ...... 268.4 220.4 15.0 11.3 75.4! 88.1 2.524 44.39 6 
New York Central .......... 903.9 674.5 40.9 32.3 85.3 84.2 3.26 16 19 
Norfolk & Western . 206.6 241.2 20.1 22.1 66.5 59.7 5.31 8.15 108 5.00 44 
Pennsyivanic ..... 1,044.3 843.7 54.8 43.4- 85.5 82.8 2.56 4.59 14 25 17 
SOUTHERN RAILROADS 
Atlantic <oast Line ... 159.2 162.2 9.1 9.9 80.5 80.5 5.33 4.02 44 2.00 4.5 
Seaboard Air Line ........ 226.4 226.9 15.3 16.0" 76.8 81.9 9.74 4.28 55 3.00 5.4 
Southern Rwy. ..... . 149.3 157.5 9.1 10.0 78.7 83.3 6.38 3.10 30 1.60 5.3 
262.2 261.0 13.9 14.7" 73.1 70.0 2.44 4.31 51 2.80 5.4 
CENTRAL RAILROADS 
Chicago Rock & Pac. 198.5 211.7 13.5 13.6 76.0 80.2 4.22 2.06 24 1.60 6.6 
Gulf, Mobile & Ohio 88.6 76.7 5.9 5.8- 71.8 79.1 5.69 92 20 1.50 7.5 
Ilinois Central ................ 295.0 260.2 20.3 17.1 75.6 81.1 6.31 3.56 38 2.00 5.2 
Kansas City Southern... 44.0 43.0 3.3 3.2° 58.7 59.8 4.29 5.04 80 4.00 5.0 
WESTERN RAILROADS 
Atchison Top & St. Fe 570.5 614.0 32.7 36.6 74.7 78.5 1.38 1.87 24 1.45 6.0 | 
Denver & Rio Grande W. 77.8 76.3 5.6 5.5 67.2 66.2 1.56 1.36 19 1.00 5.2 | 
Great Northern ............... 248.0 246.0 18.0 15.8 74.2 78.9 3.91 3.41 49 3.00 6.1 
Northern Pacific ...... 173.7 174.9 11.6 11.4° 78.9 84.5 6.44 3.10 45 2.20 48 
Southern Pocific ......... 509.0 666.1 39.9 43.4 77.1 79.1 1.78 1.75 24 1.12 4.6 
Union Pacific ........ . 505.2 494.1 34.3 31.5 74.3 72.7 2.91 2.73 31 1.60 5.1 
d— Deficit. 'Erie R.R. only. 
21959. 





























carloadings, and on some roads a considerably higher 
proportion; and they are contributing relatively 
more to revenue than to tonnage. At the moment, 
trailer loadings are merely running about even with 
last year, but they are a good 40% above the cor- 
responding period of 1959. What is particularly 
cheering to the railroads is that most piggyback 
raffic has apparently been recaptured from the high- 
vays rather than diverted from box-car loadings. 

@ The most recent development in piggyback has 
been the recovery of a very heavy volume of auto- 
mobile business. Over the years railroads’ participa- 
tion in the delivery of finished cars had dwindled 
to a negligible proportion; suddenly, with the aid 
of new types cof carriers, it has moved in large 
measure back to the rails. Solid trainloads of three- 
tiered automobile carriers, loading as many as 12 
iutos to the flatcar, are becoming a common sight 
r every part of the country. The automobile manu- 
facturers have adopted the new service enthusiasti- 
‘ally both for its economy and efficiency. 

But the real test of the success of any new service 
s the reaction of its competitors—and Hoffa’s shrill 
squawks over the railroads’ “robbery” of traffic that 
‘belongs” to the truckers, provides tangible evidence 
hat piggyback is really amounting to something. 
WVhether the Teamsters Union’s attempted intro- 
luction of penalties against truckers availing them- 
selves of piggyback will check its growth remains 
0 be seen, but it is usually difficult in the long run 
0 suppress a service that is truly advantageous. 
ruck operators themselves tend to be neutral in 
his dispute, as their interest is strictly one of rela- 
ive costs. A number of automobile haulage compa- 
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nies have been so seriously affected by the revital- 
ized railroad service, however, that they are on the 
verge of going out of business. 

@ One concrete demonstration of the common in- 
terest of railroads and truckers in piggyback is the 
recent agreement of six truck lines, an equipment 
manufacturer (the Rail-Trailer Co.) and the Erie 
R.R. to build jointly owned truck terminals at Chi- 
cago and Jersey City. In a significant reversal of 
the more usual practice, one of the participating 
truck companies, Spector Freight System, has even 
purchased 105,000 shares of Erie to solidify its 
working relationship. 

Piggyback Uniformity Needed 

At present piggyback comprehends a variety of 
physical forms, including the circus-style loading of 
wheeled trailers; New York Central’s flexi-van, 
adapted to the transfer of truck bodies minus the 
undercarriage; Chesapeake & Ohio’s still experi- 
mental rail trailer, mounting both rubber-tired and 
flanged wheels on the same vehicle; and various 
types of containers transferred by cranes or lift- 
trucks. At this stage such variety is probably desir- 
able, but in the long run experience must produce a 
reduced number of standardized systems for great- 
est efficiency. 

Whether this can be accomplished by voluntary 
cooperation among individual railroads or whether 
the movement toward uniformity should be led by 
some large intercarrier system, analogous to Rail- 
way Express, or the former Pullman Company, is a 
debatable question. 


At present there is one (Please turn to page 162) 
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NON-FERROUS METALS 
ATTACK PROBLEMS OF OVER-SUPPLY 


By FREDERICK B. LYONS 


> Supply-demand outlook and price prospects 
for Aluminum, Copper, Lead and Zinc 

» Plus and minus factors among prime users 
of metals 

® Divergent earnings-dividend prospects for 
leading producers and fabricators 


little more than a year ago, many prophets 

were willing to outline the shape and scope 
of events in 1960, dealing with a wide range of 
items from steel production to the probable victor 
in the presidential race. Today, the voices of the 
forecasters are difficult to hear, and when the mes- 
Sage is received it is apt to be quite garbled. Al- 
though three months of 1961 are already in the 
record book, the questions concerning the full-year 
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outlook for the non-ferrous metals industry are still 
puzzling many investors. Where do we go from 
here? Is 1961 to be another disappointing year for 
the aluminum, copper, lead and zinc branches of the 
industry ? 

A bit of background may help to place the current 
year in perspective. Turning backwards in time for 
about 15 months, one will recall the vivid forecasts 
for 1960, the year which was to open the decade of 
the Soaring Sixties. Steel production was seen at 
between 135 and 140 million tons, while auto output 
was expected to rival closely the record 7.9 million 
cars of 1955. The economy as a whole was to grow 
vastly bigger in 1960, with not more than perhaps a 
slight hesitation at mid-year to shrug off any ex- 
cesses which had developed. Against such a back- 
ground the executives of companies in the non-fer- 
rous metals group chimed in with rosy stories of 
their own. The habitually optimistic aluminum peo- 
ple had no trouble falling in step with the general 
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—Earnings Per » Shave- 





1958 1959 1960 
RINNE, 5... icuisctncincichelsiioasiniiican . $ .79 $1.28 
Aluminum Co. of Americe ......... 1.96 2.52 1.76 
American Metal Climax . 1.27 2.15 2.71 
American Smelting & Refining .. 2.53 1.74 3.72 
Amer. Zinc, Lead & Smelt. 96 1.48 2.12 
Anaconda Co. .... aan 3.16 5.53 4.30 
Bridgeport Brass ................... 2.80 4.40 1.75% 
TT vccritciniasnckanndaiiiekn 41.45 09 - 
I a acisencicccniacicnes 1.49 2.42 1.25% 
Cerro Corp. . ; 2.39 3.65 3.90 
Consol. Mining a Smelt. 86 1.02 1.40% 
General Cable Corp. 2.19 2.71 2.56 
Hudson Bay Min. & Smelt. 2.68 3.59 3.75 
Inspiration Consol. ....... 1.87 5.07 3.73 
International Nickel 1.36 2.92 2.76 
Kaiser Alum. & Chem. ...... 1.43 1.17 1.20 
Kennecott Copper .. 5.44 5.19 7.00 
Magma Copper ............... 58 42.08 6.39 
Mueller Brass Co. 2.68 3.42 51 
National Lead .. 3.65 4.30 4.10 
New Jersey Zinc 41 1.77 88 
Phelps Dodge .. 3.75 3.41 3.68 
Revere Copper & Brass 94 3.77 2.72 
Reynolds Metals . 2.24 2.39 1.26 
Rhodesian Selec. Trust .. 14 19 -30 
St. Joseph Lead ...... 1.52 2.36 1.14 
Scoville Mfg. Co. ........ : 4.25 2.37 1.23 
U. Ss. Smelt. Ref. & Mining ... 93.41 41.02 4.41 





+ Based on latest dividend rate. 
d_ Deficit. 
*__Not available at time of going to press. 


Aluminium Ltd: The facilities of this Canadian producer are the lowest- 
cost in the industry, reflecting advantages of hydro-power. Company's 


large amount of unused capacity should be gainfully employed in 
time. A3 
Aluminum Co. of America: This large American producer serves both 


Operations are being adversely affected 
Large potential 


world and domestic markets. 
by slow demand and poor pricing in fabricated items. 
earning power exists if it can be tapped. 

American Metal Climax: This large holding company’s interests range 
from molybdenum operations in the United States to copper mines in 
Africa. Uncertainty in the latter area is an adverse nearby factor. BI 
this company is 
A large stake is 
low and 


American Smelting & Refining: Long a custom smelter, 
branching out into the more lucrative mining business 
held in Southern Peru Copper where mining costs are quite 
prospects appear bright. 81 

American Zinc, Lead & Smelting: The company is feeling the current slow 
pace in auto production, but prospects will eventually improve. C4 


Anaconda: This well-integrated company has important copper interests 
both in South America and in the United States. Substantial fabricating 
work is done. Other interests include a stake in the aluminum industry, 
in uranium and zinc. 

Bridgeport Brass: Operations are being conducted at low levels. A merger 
with National Distillers is in the works and will combine the best 
efforts of both companies in the specialty metal fields of titanium and 
zirconium. 

Bunker Hill Co.: Strike trouble plagued 1960 operations, while the im- 
mediate outlook is troubled by oversupply of lead and zinc. D4 
Calumet & Hecla: Principally a fabricator of copper products 
have been adversely affected by the poor state of that industry. 
Cerro Corp.: In recent years company has moved more heavily into the 
fabricating business, but has not neglected its mining operations. An 
important position in Southern Peru Copper is beginning to poy off. B62 
Consol. Mining & Smelting: This low-cost producer of lead and zinc is 
diversifying into the iron and steel business. 

General Cable: Although this company has a good competitive position 
it is still affected by price warfare in the wire and cable industry. 
Nearby prospects are enhanced by the possibility of larger missile 
base business. 

Hudson Bay Mining: One of the 
Hudson Bay is a low-cost producer of copper, 
New properties enhance the longer-term potential. 
hold despite narrow coverage. 82 


a ge Consol. Copper: The new Christmas Mine will come on stream 
in 1962, enlarging the profits potential of this reasonably low-cost 


Results 


c4 


leading Canadian metal companies, 
zinc and other metals. 
The dividend may 


_Leading Non- Ferrous Metal Companies 





Cash Dividends Per Share 
Earn. Current Recent Div. Price Range 
Per Share 1959 1960 Annual Price Yield 1960-61 
1960 Div. + 
$2.97 $ .55 $ .70 $ .70 35 2.0%’ 36%s- 28's 
5.64 1.20 1.20 1.20 76 1.5 108 - 61% 
3.41 1.20 1.25 1.40 27 5.1 285s- 20'4 
6.10 1.00 1.75 2.00 60 3.3 63 - 42 
2.95 50! 501 .50 15 3.3 183s- 14 
8.19 2.50 2.50 2.50 53 47 6834- 42's 
© 1.75 1.60 1.40 35 4.0 41'e- 20% 
* WW , 12%4- 9 
. 1.00 1.00 40 19 2.1 26%s- 127% 
~~ 1.00! 1.02! 1.10! 36 3.0 42 - 27 
° .80 .90 1.00 23 43 25 - 17'2 
4.02 2.00 2.00 2.00 43 46 45%s- 32'2 
4.56 3.00 3.00 3.00 49 6.1 54'2- 43'2 
4.33 2.50 2.50 2.50 46 5.4 50%4- 29'2 
3.27 1.50 1.52 1.60 66 2.4 6854- 4734 
4.60 .90 .90 90 44 2.0 54’s- 32 
8.55 6.00 5.00 5.00 85 5.8 100’s- 715s 
9.52 : . 47 59'2- 34's 
3.02 1.40 1.40 1.40 24 5.8 28’s- 19 
4.30 3.25 3.25 3.25 93 3.4 109'2- 78 
2.92 .50 1.00 1.00 24 4.1 32 - 18'2 
4.52 3.00 3.00 3.00 55 5.4 57%8- 43'2 
4.06 1.25 2.00 2.00 46 4.3 50'2- 33% 
S .50 50 50 48 1.0 717%s- 37's 
- .05 13 13 Ila 8.6 2\a- 1% 
2.47 1.00 1.00 1.00 34 2.9 3534- 24'4 
5.15 50 1.00 1.00 20 5.0 30 - 16’ 
6.76 35 37'4- 25% 
!__Plus stock. 
2—Paid 5% stock. 
3 Estimated. 
domestic producer. B84 
International Nickel: Although best known as the world’s largest pro 


ducer of nickel, this company also realizes fairly good profits from 
copper. The longer-term outlook is favorable. A4 

Kaiser Aluminum: This aggressive company hos enjoyed rapid growth in 
its relatively brief existence. High earning power potential may be 


realized in time. 

Kennecott Copper: This giant company has low cost copper properties in 
South America and the U.S. Except for the possibility of a strike on the 
domestic scene this summer, Kennecott could probably eorn its $5 divi 
dend even if copper prices average 29% 2 

Magma Copper: This domestic producer has enlarged its earnings power 
by expansion of facilities. However, development costs and capital 
charges are a heavy burden during periods of low copper prices. C3 
Mueller Brass: Reduced domestic demand and fierce competition from 
foreign imports have not made this company’s lot a happy one 

National Lead: In addition to its metal interests 
company deals in paints, pigments and a variety of other items 
long-term record of growth should continue. A2 


this long-established 
Good 


New Jersey Zinc: The company had a rough year in 1960 as a result 
of extended labor trouble. With zinc prices poor and demand dragging, 
1961 may not be much improved. C4 

Phelps Dodge: Primarily a domestic producer, this company also has a 
16% interest in Southern Peru Copper, a valuable asset. Operations are 
highly integrated and efficient. Low copper prices are not necessarily as 
damaging to Phelps as to other producers. B2 

Revere Copper & Brass: Although primarily a fabricator of copper, brass 
and aluminum products, this company also is in the primary aluminum 
business with Olin Mathison. B4 

Reynolds Metals: This aggressively-managed company ha: led the way 
in marketing for the aluminum industry. It may toke some time for 
high potential earning power to be realized. B4 


Rhodesion Selection Trust: Operations in Northern Rhodesia have not 
been affected by political trouble, but the uncertainty exists 

St. Joseph Lead: In addition to operating its lead mines, the company 
is interested jointly with Bethlehem Steel in opening up an iron mine 
in Missouri. Considering the low lead price, the immediate earnings 
outlook is poor. 


Scovill Mfg. Co.: This company is a leading brass mill operator and also 


manufactures a wide variety of miscellaneous items. The record has 
been quite poor, but revomped management is trying to turn the 
operation around. D4 

U. S$. Smelting: Company hos a variety of interests including lead, zinc, 


gold and oil. The record has been unimpressive. C2 





RATINGS: A—Best grade. 
B--Good grade. 


C--Speculative. 
D_Unattractive. 


1 
2 


3— Earnings up f:om lows. 
4 Lower earnings trend 


Improved earnings trend. 
Sustained earnings trend. 
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good feeling, and even the zinc producers began to 
talk big, assuming heavy shipments of their prod- 
uct to the automobile industry. Copper philosophy 
was meanwhile being influenced by the unrest in 
Africa and the continued heavy foreign demand. 
Here, too, the outlook was defined as favorable for 
the price structure. Even the long-suffering lead 
executives joined the parade in early 1960, pinning 
their hopes on heavier demand from Detroit. 


Aluminum Closed the Throttle — Too Late 


The metal miners and fabricators were not merely 
thinking big ; they also acted upon the same premise. 
Aluminum opened up the throttle in 1960, with pro- 
duction gradually rising to a peak in July. Appar- 
ently the industry had been watching its foreign 
business too intently while losing contact with the 
domestic market. True, foreign shipments soared to 
record levels of around 285,000 tons last year, but 
the home business began to sag early in 1960 and 
drooped for the rest of the year. The problem at the 
selling end of the aluminum business was initially 
one of excessive inventories at the user level. Later, 
however, consumption began to fall off as the mild 
recession gathered momentum, further reducing the 
demand for the light metal. 

When the industry did finally receive the signal 
late in the game, that all was not well, it set about 
in earnest braking output as the year drew to a 
close. Still, it was difficult to halt the momentum, 
and a new peak of 2,015,000 tons of primary pro- 
duction was achieved last year—a record that was 
tarnished by the large stocks necessarily left at 
plant sites. 

In addition to this continuing problem of over- 
production, managements were faced with an ex- 
tremely fluid price structure in the fabricated end 
of the business. An interesting struggle has been 
taking place between the giant integrated aluminum 
producer and the small independent fabricator. In 
an effort to get volume, the latter units have been 
paring prices continuously, and the big boys have 
been obliged to follow suit. A substantial portion of 
all fabricated business yields little if any profit now, 
contrasting unpleasantly with the case of a few 
short years ago. 


Results for Copper, Lead and Zinc Also Disappointing 


Copper began 1960 with about two thirds of do- 
mestic mine production out of action due to strikes 
and it was not until the end of February that most 
of the mine trouble was settled. Thereafter, output 
was pushed to optimum levels, supported in large 
part by good demand for the red metal from abroad. 
Foreign buying not only reflected good business con- 
ditions in Europe, but the touchy African situation 
undoubtedly led many users to stockpile a fair 
amount of copper. When it became apparent that 
the African copper mines were not being disturbed 
by nearby political turmoil, psychology changed di- 
rections and copper prices subdued gently. Perhaps, 
if United States demand had not been curtailed by 
the recession, the price would not have fallen as it 
did to 29.9 cents (domestic) in the fourth quarter 
of 1960 from 33.1 cents in the first three months of 
the year. 

The picture for lead and zine was equally dis- 
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Comprehensive Statistics Comparing 
Aluminum 
Figures are in million dollars Aluminium Co. of 
except where otherwise stated. Ltd. America 
CAPITALIZATION: 
Long Term Debt (Stated Value) $412.2 
Preferred Stocks (Stated Value) ’ $ 66.0 
No. of Common Shares Outstanding (000) ....... 30,553 21,313 
IN scricnsil cecseiadivodansacnoaionnicisidandininentanvinias $777.5 $129.5 
RIE 3cvisain tasasiouscenciaasutninaseintentnelitineclansns $315.5 $671.9 
INCOME ACCOUNT: Fiscal Year Ended ............ 12/31/60 12/31/60 
a ectnuiealilintibe $449.8 $861.2 
Deprec., Depletion, Amort., etc. ..............ccc00e $ 51.8 $ 80.2 
EES IS Ue a eee ee a $ 25.0 $ 10.2 
Interest Charges, etc. ............ $ 26.1 $ 16.3 
Balance for Common ............ $ 39.1 $ 40.0 
RII IIE sincstvnnresossenssinesctncinmnnnntanseisicsieanon 19.6% 6.3% 
II sins: caicecbbiniasalinasiininnienneswnuniinioeen 8.6% 4.6% 
Percent Earned on Invested Capital .................. 8.4% 5.2% 
Earned Per Common Share .......................0ssee0000 $ 1.28 $ 1.76 
Cash Earnings Per Share ..............c0:ccsseceesereeeeees $ 2.97 $ 5.64 
BALANCE SHEET: Year Ended .....................000005 12/31/60 12/31/60 
Cash and Marketable Securities ......................... $ 63.3 $ 40.7 
SEA a ae ee ee $101.5 $115.1 
Inventories, Net ........... $181.5 $260.0 
Current Assets ............. $346.4 $421.1 
Current Liabilities $134.3 $117.2 
Working Capital $212.1 $303.9 
eee ey Oe, Bh, Gi, BD nnccccncscscsscsecsccnsemnians 2.5 3.6 
I III TID. cossnanconnsneibonriee $827.0 
TTT AORTA $1,374.1 
Cash Assets Per Common Share $ 1.91 
Inventories as Percent of Sales .............. Y 30.2% 
Inventories as % of Current Assets ................... 52.3% 61.7% 
*—Statistical data on other leading companies have not been 
included because recent balance sheet figures have not been 
released yet. 











appointing in 1960, particularly in the latter case 
where high initial hopes had been entertained. Pro- 
duction of zinc more or less dawdled along in 1960 
and a long anticipated price increase failed to ma- 
terialize. In fact, the tariff was slashed from 13.0 
cents a pound to 12.5 cents in December, and was 
subsequently reduced again in 1961. Lead produc- 
tion managed to stage a minor rise in 1960, but 
considering that year-to-year comparisons were 
against the poorest year in many a moon, this can 
hardly be called a feat. Lead prices also slipped in 
December of 1960, following a long period when 11.8 
cents was the quotation. 


A More Realistic Attitude Now Prevailing 


With the bad taste of 1960 still fresh in their 
mouths, the non-ferrous metal participants began 
1961 on a cautious note, to say the least. The alumi- 
num producers are making a serious attempt to 
bring plant stocks of their product down to a rea- 
sonable level and are restricting production to ac- 
complish this end. At present the domestic industry 
is running at only about 72% of its rated capacity. 
Ingot prices appear reasonably firm at 26 cents a 
pound, but the fabricated structure remains on the 
soft side. 

The current picture in the copper industry is one 
of lagging demand both in the United States and 
abroad. This, plus lessened fears about possible loss 
of the African production, has put some further 
pressure on the price, now at the 29 cents level 
(U.S. producer). The industry is once again attempt- 
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the Position of Leading Non-Ferrous Metals Companies * 


American American Anaconda General Kaiser Revere Scavilie 
Metal Smelting Co. Cable International Aluminum Kennecott National Phelps Copper Mfg. 
Climax & Refining Corp. Nickel & Chem. Copper Lead Dodge & Brass Co. 

. OF $ 76.3 $ 15.3 $295.9 $ 7.0 $ 14.4 $ 12.2 
$ 7.0 $ 50.0 $ 10.4 $103.5 $ 34.7 $ 7.1 
4,184 5,446 10,715 3,062 29,196 15,015 11,053 11,696 10,142 2,681 1,588 
5 91.0 $173.3 $612.0 $ 28.9 $ 61.7 $404.4 $ 81.8 $ 93.2 $126.7 $ 60.0 $ 59.1 
$147.5 $200.7 $399.3 $ 74.4 $458.7 $195.4 $667.0 $212.9 $260.0 $ 54.1 $ 31.1 

12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 
5678.9 $475.5 $624.4 $165.6 $505.1 $406.5 $496.4 $522.6 $286.7 $211.9 $141.9 
$ 9.7 $ 11.4 $ 41.6 $ 4.1 $ 15.4 $ 46.3 $ 17.2 $ 11.2 $ 85 $ 3.46 $ 59 
5 19.5 $ 15.1 $ 39.9 $ 7.8 $ 60.1 $ 9.7 $ 85.6 $ 42.3 $ 21.1 $ 8.2 $ 3.0 
$6 (a $ 3.7 Ss J $ 12.9 $ 1.0 $ 6 
5 38.4 $ 20.2 $ 46.1 $ 78 $ 80.7 $ 18.0 $ 77.3 $ 47.9 $ 37.3 $ 7.2 $ 19 

6.7% 6.5% 13.8% 9.8% 27.2% 11.9% 33.0% 15.8% 18.8% 7.0% 3.8% 
4.9% 5.0% 7.3% 4.9% 15.9% 5.6% 15.5% 9.5% 12.9% 3.4% 1.5% 
16.9% 6.3% 5.0% 8.9% 15.5% 7.4% 10.4% 16.3% 9.6% 7.3% 2.8% 
2.71 $ 3.72 $ 4.30 $ 2.56 $ 2.76 $ 1.20 $ 7.00 $ 4.10 $ 3.68 $ 2.72 $ 1.23 
3.41 $ 6.10 $ 8.19 $ 4.02 $ 3.27 $ 4.60 $ 8.55 $ 4.30 $ 4.52 $ 4.06 $ 5.15 

1 /31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 
5 81.7 $ 13.0 $ 49.2 $ 11.2 $ 70.1 $ 20.5 $ 37.6 $ 56.0 $107.6 $ 86 $ 5.1 
> 5.6 $ 29.0 $ 48.3 $ 15.1 $ 54.2 $ 85.6 $ 34.7 $ 52.1 $ 30.6 $ 18.0 $ 13.3 
5 15.0 $140.9 $103.1 $ 34.3 $178.5 $120.0 $110.0 $101.5 $ 71.7 $ 47.7 $ 24.0 
5 21.8 $200.8 $276.2 $ 60.8 $303.1 $230.2 $301.0 $210.3 $211.6 $ 75.4 $ 42.5 
5 12.0 $ 66.0 $ 58.1 $ 20.7 $ 75.1 $106.5 $ 53.2 $ 62.6 $ 40.1 $ 16.8 $ 8.1 

9.8 $134.8 $218.1 $ 40.1 $228.0 $123.7 $247.8 $147.7 $171.5 $ 58.5 $ 34.4 
1.8 3.0 47 2.9 4.0 2.1 5.6 3.3 5.2 44 5.2 

5 15.1 $154.1 $706.5 $ 48.2 $366.6 $534.4 $404.7 $128.4 $144.7 $ 31.9 $ 52.3 
5 41.6 $458.2 $1,085.6 $123.9 $678.7 $785.6 $807.5 $386.7 $426.9 $130.9 $100.3 
5 5.76 $ 2.39 $ 4.59 $ 3.68 $ 2.40 $ 1.36 $ 3.40 $ 4.82 $ 10.61 $ 3.21 $ 3.25 
27.0% 29.6% 16.5% 20.8% 35.3% 29.9% 22.1% 19.4% 25.0% 22.5% 16.9% 
68.7% 70.5% 37.3% 56.5% 58.9% 52.1% 36.5% 48.3% 33.8% 63.2% 56.4°% 


Subsidiary preferred stock and min. int. 














ing to exercise some control over production in an 
elfort to hold up the quotation. Considering that 
ypper is a world commodity with a multitude of 
‘oducers, this is a formidable effort. For the mo- 
ent at least, world production is being curtailed to 
ie tune of 260,000 tons annually, and the price 
tructure appears reasonably firm. The current pic- 
ire in the lead and zinc industries is similar in that 
oth are operating under wraps, awaiting revival of 
emand for their products. Existing prices of 11 
ents a pound for lead and 11.5 cents for zine should 
old. 


~——+— ) — 


Generalized Company Comments Provide Little Guide 


So much for the current situation in the non-fer- 
us group. Where will it go from here? If you rely 
n the comments in the 1960 annual reports for 
irection you are likely to be confused. Somewhat 
ncharacteristically for the group, Kaiser Aluminum 
as content merely to observe that customer inven- 
ries were at reduced levels at the end of 1960. 
ence, any modest improvement in the nation’s 
etalworking industries during 1961 should result 
increased aluminum shipments. New Jersey Zinc 
as even less specific, noting that 1961 poses many 
roblems common to most corporations and also that 
1e company is dependent upon the economy of the 
ition’s basic industries. St. Joseph Lead avoided 
1e problem of dealing with 1961 altogether by ob- 
‘rving that the consumption of lead and zinc should 
crease in the long run. 

On the other hand, Bridgeport Brass indicates 


aetna 


a es ee 
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that 1961 began with more promising results than 
had been anticipated in the final quarter of 1960. The 
company also expects considerable benefits to show 
up from advances which it has made in the alumi- 
num field. Finally, speaking for copper, Phelps Dodge 
ties its outlook for 1961 to that of the general econ- 
omy. However, the company also takes a look ahead 
and see an excess of world productive capacity over 
consumption requirements continuing through the 
next few years. 


Domestic Aluminum Shipments To Approximate 
1960 Level 


Obviously company comments such as these are 
of little assistance in plotting the outlook for the 
non-ferrous group over the balance of 1961. Closer 
judgment as to where these industries are heading 
requires both a focus upon important components of 
the over-all economy and an assessment of basic 
trends. 

The transportation picture, which is particularly 
important for the aluminum industry since it ac- 
counted for 21% of industry shipments in 1960, is 
brightening after a poor start. The most recent au- 
tomobile sales reports indicate that some inroads 
are now being made into the huge inventories car- 
ried at the dealer level. If the consumer continues 
to loosen his purse for this big ticket item, automo- 
bile production should extend its recovery from the 
extremely low levels of the first quarter. Even so, it 
is very doubtful if a boom year is in the cards for 
Detroit and this must not (Please turn to page 158) 
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VITAL part of President 
Kennedy’s “New Fron- 
tier” is the modernization of 
U.S. productive capacity, es- 
pecially of machine tools. Sig- 
nificantly his comments on 
the subject have not been 
limited to the _ presidential 
campaign, but have been re- 
peated in recent weeks. 0 

To quote directly, the Presi- 
dent said: “No nation can be 
stronger than its ability to produce, and its ability 
to produce is dependent directly upon the vigor and 
capacity of its machine tool industry.” And, more 
specifically, he stated before the National Indus- 
trial Conference Board: “We must start now to 
provide additional stimulus to the modernization 
of American industrial plants. Within the next few 
weeks I shall propose to the Congress a new tax 
incentive for business to expand their normal in- 
vestment in plant and equipment.” 

This statement was made six weeks ago. Since 
then there has apparently been some delay by the 
Administration in formulating its “tax incentive’, 
which would presumably take the form of a higher 
depreciation allowance. It is known that certain 
advisors close to the President are recommending 
higher taxes, rather than incentives that involve 
tax savings. The arguments of these intellectuals 
may carry some weight in the face of the budgeted 
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How Much Recovery for 


MACHINERY 
and TOOL-MAKERS 


Under the “New Frontier’ 
By EDWIN CAREY 


> Proposed tax incentives for expansion and modern- 
ization 

& Outlook for capital spending—problem of disposing of 
government machinery stockpile 

& Foreign demand a supporting factor 

& Position—earnings—dividend outlook for individual 
companies 


deficit of more than $5 billion slated for the present 
and the succeeding fiscal years. Indications now 
are that the President’s tax message to Congress 
will propose modest tax incentives for companies 
willing to expand or modernize, but by way of com- 
pensation certain other corporate and personal tax- 
es will be increased. 
Machinery Stocks Now Marking Time 

Probably partially in anticipation of such ad- 
ministration-sponsored measures, machinery stocks 
have at least kept up with the general rise in the 
market. Some of the more cyclical issues that fell 
to low levels have even shown a substantial re- 
covery. For example E. W. Bliss is up 69% from 
its 1960 low; Blaw Knox 53% ; Chicago Pneumatic 
Tool 55% ; Cincinnati Milling 32% ; Ingersoll Rand 
25% ; and Worthington 37%. These upward moves 


i 


were made largely in November, December, and 
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Leading Machinery Manufacturing Companies | 

| 

Earnings Per Share Cash Dividends Per Share — | 

Earn. Current Recent Div. Price Range | 

1958 1959 1960 Per Share 1959 1960 Annual Price Yield 1960-61 

1960 Div. + 

American Machine & Foundry ......... $1.66 $2.56 $3.06 $5.46 $1.07 $1.37 $1.60" 112% 1.4% 123%2- 492 =| 

Babcock & Wilcox. ....... ecininniehined 2.11 2.58 2.88 4.40 1.00! 1.20 1.40 43 3.2 44'2- 27% | 

Blaw-Knox ............... saiebibhiichiaoie 3.84 3.12 2.21 4.09 1.40! 1.40! 1.40 41 3.4 53 - 27% | 

ee - 4.08 48 1.40 2.99 : 21 22%- 127% | 
Brunswick Corp. .............. a | 1.70 2.28 2.51 26 32 40 63 6 747%8- 21'4 

Bucyrus Erie ............ ciideaihicss. 4.94 45.33 : 21 24.4 12'2 | 

Chain Belt ......... hates wa ae 4.15 3.02 4.31 2.25 1.85 1.85 56 3.3 70'2- 40 | 
Clark Equipment .... sieoineel —a 2.61 1.41 2.05 1.12 1.20 1.20 40 3.0 46%s- 27'4 

| Combustion Engineering . ae 2.10 1.75 3.50 1.12 1.12 1.12 27 4.1 28'4- 19% | 
Fairbanks Whitney ........... cence, SOD 35 104 ° 14 . 147s- 5% 

Foster Wheeler ........ seacadel uu 4.06 9.01 4.32 6.70 .65! 1.00! 35 2.8 41%8- 24 ’ | 

Gardner Denver ................... -— See 3.75 3.12 4.09 2.00 2.00 2.00 53 3.7 57 - 382 | 

Ingersoll Rand .... on . 436 4.06 4.09 4.67 4.00 4.00 4.00 81 4.9 88 - 65 

RE TIN: seiienineinnemesniin .- 2.33 2.90 3.01 4.31 2.00 2.00 2.00 46 4.3 48 - 29's | 
EE 3.65 3.25 5.58 2.70 2.40 2.40 55 4.3 61'4- 43% 

é IIIS sna ia ensincsnniastiniaplaiaonioniania 6.81 5.21 2.85 3.87 3.50 3.50 3.50 54 6.4 70'2- 42'4 
United Engineering & Foundry .......... 2.75 2.38 1.93 2.52 1.00 1.15 1.00 19 5.2 22'e- 1534 
United Shoe Machinery ..................... 3.85 4.52 4.254 ° 2.75 2.75 2.75 40 6.8 76'4- 50 | 
Worthington Corp. .............0..c008 4.76 4.81 4.42 6.56 2.50 2.50 2.50 56 4.4 66’ - 41'2 
American Machine & Foundry: Continued upword comings trend will me ‘Felbenks Whitney: Demand for most products continues weak, with 
depend importantly on sustained rise in rental income from bowling competitive pricing on pump and engine lines. C4 
equipment. BI Foster Wheeler: Keen competition and high overhead costs hove resulted 
Babcock & Wilcox: Company should benefit from plant economies, as in erratic record of earnings. Tax carry-forwards exhousted. C4 
well as refusal to accept low profit-margin business. A2 Gardner-Denver: Modest earnings improvement possible this year due 





Blaw-Knox: Backlog down to $108 million at 1960 year-end from $148 to better outlook for construction and road-building activity. 81 


million a year previous. Lower earnings at least in early 1961. B4 Ingersoll-Rand: Strong position in machinery for mining, construction 
. : , and petroleum industries, with above-average record. A2 
Bliss (E.W.): Producer of heavy metal forming presses has higher back . 8 


; log. Would benefit if auto industry increases retooling program. B81 - 
coal mining industry, which is expected to continue mechanization. 82 


{| Brunswick Corp.: While company may show further earnings improve 
1 















































Joy Manvufacturing Co.: Leading producer of avtomoted equipment for | 
“ ment, this will depend largely on bowling alley business. Link-Belt: Widely diversified line of mechanical power transmission and 
> ; materials handling equipment 
Bucyrus-Erie: Heavy loss last year, mostly from sale cf plant and in Mesta Machine: A leader in heavy stee! mill equipment. Will participate 
ventory writedown. Chance to break even this year. Cl fully in steel industry's modernization and cost reduction programs. B84 
Chain Belt: Producer of chain transmission equipment with a good earn United Engineering & Foundry: Entered 1961 with relatively good back 
ings record. Active in new products. B2 log, but low-profit business predominates. B4 | 
| Clark Equipment: Output includes industrial trucks, construction machin United Shoe Machinery: Recent indications point to lower sales in current | 
ery, auto components and trailers. This year’s net could equal 1960. B2 fiscal year. Company has strong foreign position. 84 
| Combustion Engineering: With profit margins continuing at low level, Worthington: First quarter net should be off from a year ago, but | 
no material earnings gain in prospect this yeor. B62 trend could improve later in year. 682 } 
rn- | " ae ’ es i cial ~ ae 
Leading Tool Companies 
” —EEEEE a — i nedieaeiienies aod ae 7 ane 
| Earnings Per Share Cash Dividends Per Share 
| Earn. Current Recent Div. Price Range 
1958 1959 1960 Per Share 1959 1960 Annual Price Yield 1960-61 
val | — :....., : ay) 
Black & Decker ............ . $1.58 $2.23 $2.38! $2.91! $ .85 $1.60 $1.60 51 3.1% 54 ~ 35'4 
| nes 42.70 43.54 4.47 56 17 1778- 105% 
Chicago Pneumatic Tool ......... 1.72 2.09 2.13 2.61 1.25 1.35 1.20 35 3.4 38'4- 22 
nt Cincinnati Milling Machine . 1.62 1.11 1.52 3.70 1.60 1.60 1.60 44 3.6 49.4 262 
DW Ex-Cell-O Corp. ......... — 2.91 2.17 2.23 4.59 1.50 1.50 1.50 37 4.0 40’ - 28% 
SS Monarch Machine Tool iste 58 44 .99 1.62 1.20 40 40 19 2.1 197%8- 1134 
ies National Acme . sicesiebabededsiiil : 1.90 3.47 3.55 4.34 2.50 2.50 2.50 54 46 59'2- 40 
m- Sundstrand Corp. ............ 2.10 2.36 1.23 . 1.00" 1.00- 1.00 22 4.5 26'2- 16's | 
X- United Greenfield Corp. islands .97 1.75 1.55 2.41 .97 1.10 1.10 17 6.4 20 - 16 | 
+__Based on latest dividend rate. 1__Plus stock. ' Estimated. 
d— Deficit. >Year ended Sept. 30, 1960. 
*—_Not available at time of going to press. 3__Vote 4/18/1961 on 2-1 stock split. 
d- Black & Decker: Established producer of portable electric tools. Recently Monarch Machine Tool: Producer of automatic and tool-room lathes 
rs added pneumatic tools. B1 Under keen competition in recent yeors. C3 
‘ Bullard: Manufacturer of heavy-duty machine tools, specializing in auto National Acme: Largest producer of multiple-spindle automatic screw 
he matic lathes used in mass production industries. C2 machines, subject to cyclical influences. B 
pe] Chicago Pneumatic: Largest producer of light pneumatic tools with good Sundstrand Corp.: Manned aircraft products account for 60-65% of 
: foreign position. Earnings this year may hold at 1960 level. B2 sales; machine tools 15-20%; missile ports 12-15 and hydraulic ac 
‘e- i = son ‘ : cessories about 10%. Cutback in B-70 bomber program unfavorable for | 
Cincinnati Milling Machine: Largest producer of machine tools for mass company 
i i ies. h tt tlook thi ; - : 4 
m qredediion (acetvice. Semeutat Sutter euiled _o- = United-Greenfield: Producer of expendible tools, such as tops, dies, | 
1c Ex-Cell-O: Company has diversified position in defense products, machine carbide blades and related products. Dependent on industrial activity 
id tools and dairy equipment. B2 rather than capital spending. B84 
es RATINGS: A—Best grade. C Speculative. 1 Improved earnings trend. 3--Earnings up from lows. 
id B-—-Good grade. D-_Unattractive. 2--Sustained earnings trend. 4 Lower earnings trend. 
= | 
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Comparative Statistics Comparing the Position of lead 
American Babcock Fairbanks 

Figures are in million dollars Machine & Blaw- Brunswick Clark Combustion Whitney 
except otherwise stated. & Foundry Wilcox Knox Corp. Equipment Engineering Corp. 
CAPITALIZATION: 
Long Term Debt (Stated Value) $ 89.9 $ 29.8 $ 16.6 $ 37.1 $ 30.5 $ 27.8 $ 31.8 
Preferred Stocks (Stated Value) . $ 7.46 -— $ 18 - $ 14.7 
No. of Common Shares a EE 7,769 6, 183 1,921 16,657 4,794 3,396 7,436 
ESI BP a SEES ESR ee $124.9 $ 85.4 $ 35.8 $ 51.5 $ 78.5 $ 43.2 $ 54.0 
IID icnsoneseartesaacroniotliannbastiaeelln acini $101.3 $126.0 $ 45.4 $129.5 $ 22.4 $ 77.0 $ 47.7 
INCOME ACCOUNT: Fiscal Year shad deus 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 
I acacia as cic dh laraiaccecha ena odighd panedaediesscnndectnencennabiniiin $361.9 $311.0 $192.8 $359.8 $196.7 $261.9 $145.3 
Deprec., Depletion, Amort., RRA SIR $ 18.3 $ 8.5 $ 3.6 $ 3.6 $ 2.9 $ 6.0 $ 3.7 

| Income Taxes ....c..0..- $ 25.4 $ 18.3 $ 46 $ 41.1 $ 43 $ 65 $1 

II III TID, os <cscnccassnnchinennestnsvesnnssiicivinonnenasn $ 6.2 $ 1.2 $ 9 $ 16.8 $ 2.3 $ 1.0 $ 1.7 
Balance for Common $ 23.8 $ 17.8 $ 4.2 $ 37.9 $ 6.7 $ 5.8 Ss J 
Operating Margin 14.5% 11.4% 4.2% 22 1% 5.7% 4.4% 1.0% 
Net Profit Margin .. 6.6% 5.7% 2.2% 10.6% 3.4% 2.2% 09% 
Percent Earned on Invested Cap'tal 17.7% 9.7% 6.5% 26.7% 9.5% 6.3% .2% 

Earned Per Common Share $ 3.06 $ 2.88 $ 2.21 $ 2.28 $ 1.41 $ 1.75 $ .02 

| Cash Earnings Per Share $ 5.46 $ 4.40 $ 4.09 $ 2.51 $ 2.05 $ 3.50 $ 52 

BALANCE SHEET: Year Ended 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 

Cash and Marketable Securities $ 19.4 $ 61.5 $ 12.5 $ 23.2 $ 7.4 $ 21.2 $ 12.2 

| Inventories, Net $ 54.1 $ 66.1 $ 21.9 $ 63.9 $ 50.6 $ 48.5 $ 52.3 

| Receivables, Net $ 99.6 $ 53.1 $ 36.3 $205.4 $ 21.1 $ 58.7 $ 28.0 

| Current Assets . $175.9 $183.2 $ 75.9 $497.2 $ 80.3 $ 128.4 $ 93.9 

Current Liabilities $ 95.0 $ 46.1 $ 36.0 $348.4 $ 31.4 $ 57.3 $ 26.7 

Working Capital $ 80.9 $137.1 $ 39.9 $148.8 $ 48.9 $ 71.1 $ 67.2 

| Current Ratio (C. A. to C. L.) 1.8 4.0 2.1 1.4 2.5 2.2 3.5 
Fixed Assets, Net $133.4 $ 70.9 $ 39.3 $ 27.5 $ 31.6 $ 45.8 $ 44.0 

Total Assets . $332.2 $259.9 $117.3 $530.3 $132.2 $179.1 $143.2 
Cash Assets Per Share : $ 2.49 $ 9.98 $ 6.52 $ 1.40 $ 1.54 $ 6.34 $ 1.64 
Inventories as Percent of Sales 18.4% 21.2% 11.3% 17.7% 25.7% 18.5% 36.0% 
Inventories as % of Current Assets 30.7% 36.3% 28.8% 12.8% 63.1% 37.0% 62.2% 

oe aie west =e 

| *Statistical data on other leading companies have not been d— Deficit. 

| included because recent balance sheet figures have not been N.A.-Not available. 

released yet. 





early January when the economy was still drifting 
downward, and evidence of an upturn was no more 
than a hope. Since mid-January, however, most of 
these cyclical stocks in the capital goods area have 
made little further progress, seemingly waiting 
more tangible evidence that legislative help con- 
cerning liberalized depreciation will prove to be more 
than just campaign oratory. 


Machine Tool Recession Goes Into A Fourth Year 


New orders for machine tools continue at a low 
level. In January they declined to $35.8 million and 
were little better in February at $39.3 million, com- 
pared with $47.6 million in December and a 1960 
monthly average of $41.9 million. Thus, taking the 
evidence at hand, the machine tool industry’s own 
private recession shows virtually no sign of up- 
turn from its long-persisting stagnation begun in 
1957, and unlike other industries it had no recovery 
in 1959. Shipments of metal-cutting tools averaged 
$823 million between 1953-57, a considerable let- 
down from the Korean War boom of 1951-52 when 
shipments exceeded $1.0 billion each year. In 1958 
the industry drop-off was even more staggering, 


with shipments falling to $411 million, recovering 
only to $413 million in 1959. They did recover 


somewhat in 1960, aided by an upsurge in foreign 
demand, to $507 million. But the fact that total 
new orders during 1960 were no better than 1959 
is discouraging. Thus, the industry enters the 
fourth year of this recession with a backlog equal 
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to about 4.4 months work, no better 
ago. Indeed, the Kennedy Administration may de- 
cide to favor machine tools as a depressed industry 
as well as pressing its broader objective of modern- 
izing the nation’s production lines, which would 
also benefit the industry. 

Solution of the industry’s problems by legislation 


alone is, however, a difficult task. With nearly every 


major manufacturing industry in the U.S. burden- 
ed with unused machines and excess capacity gen- 
erally, the demand for new equipment continues at 
a low level. “The machinery buying of 1955-57 was 
excessive”, says one prominent manufacturer. “It 
will be several years before we will need to expand 
again.” Thus the incentive in buying new machines 
must stem from cost-saving possibilities rather 
than from plant expansion. 


More Expensive Machines Require Longer Runs 


Will new products, such as numerical or tape- 
controlled machines or automation come to the in- 
dustry’s rescue? Some feel that they will. The ad- 
vantages of these machines are likely, however, to 
be exaggerated; they are very costly, with the con- 
trol mechanism sometimes adding 100% to the price 
of the machine, and they lack the flexibility of a 
conventional machine, since a considerable down 
time is required to program each run. Says one 
New York metal fabricator, “Our down time is 
eight or nine hours and our average production run 
is only two or three hours. We need a four hour 
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yn of Leading Machinery and Tool Companies * 
; 
os Machinery Manufacturing Leading Tool Manufacturers 
— ’ United Chicago Cincinnati Monarch | 
tney Foster Ingersoll Link Mesta Engineering Worthington Bullard Pneumatic Milling Ex-Cell-O Machine | 
rp Wheeler Rand Belt Machine & Foundry Corp. Co. Tool Machine Corp. Tool 
° | 
1.8 | $ 41 $ 59 $ 45 $ 21.5 $ 24 
47 § $ 25 - $ 7 $ 7.0 $ 60 
136 656 6,024 1,888 1,000 2,545 1,672 728 4,381 1,710 3,704 416 
40 $ 10.6 $ 30.6 $ 94 $ 10.9 $ 17.9 $ 45.3 $ 97 $ 35.0 $ 23.1 $11.1 $ 4.0 
77 $ 34.3 $120.0 $ 82.1 $ 32.4 $ 28.5 $ 85.2 $ 76 $ 45.0 $ 41.7 $ 73.4 $ 54 
1/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 11/30/60 ‘11/30/60 | 
53 $170.7 $185.7 $149.6 $ NLA. $ 82.1 $194.4 $ 18.3 $ 85.8 $123.5 $137.6 $ 10.4 
37 $ 15 $ 3.3 $ 44 $ 1.0 $ 1.4 $ 32 $ 7 $ 2.1 $ 35 $ 87 $ 3 
1 $ 2.9 $ 24.0 $ 63 $ 3.0 $ 5.2 $ 6.1 N.A. $ 9.1 $ 33 $ 85 . a 
7 $ 3 $ 2 $ 3 $ 15 : 2 $ 2 
1 $ 28 $ 24.6 $ 6.1 $ 28 $ 49 $ 7.4 $d 3 $ 93 $ 26 $ 8.2 $ 4 
‘ox 3.5% 23.4% 6.1% 5.5% 12.1% 5.4% 20.4% 4.9% 11.5% 6.5% 
50% 1.6% 13.3% 4.1% N.A. 6.0% 3.9% 10.9% 2.2% 6.0% 4.0% 
2% 7.0% 16.4% 6.7% N.A. 11.8% 7.0% 11.6% 4.3% 9.7% 4.4% 
02 $ 4.32 $ 4.09 $ 3.25 $ 2.85 $ 1.93 $ 4.42 $d .47 $ 2.13 $ 1.52 $ 2.23 $ 99 
‘52 $ 6.70 $ 4.67 $ 5.58 $ 3.87 $ 2.52 $ 6.56 $ .56 $ 261 $ 3.70 $ 459 $ 1.62 
60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 12/31/60 11/30/60 ‘11/30/60 
9 $ 16.5 $ 64.3 $ 12.5 $ 82 $ 86 $ 68 $ 16 $ 14.3 $ 10.0 $ 29 $ 32 
3 $ 11.2! $ 48.3 $ 36.4 $ 25.6 $ 28.6 $ 60.6 $ 66 $ 39.5 $ 35.9 $ 35.9 $ 29 
0 $ 8 $ 32.5 $ 21.3 $ 12.3 $ 13.8 $ 44.7 $ 27 $ 17.2 $ 22.4 $ 15.8 $ 15 
3.9 $ 68.1 $145.1 $ 70.2 $ 33.0 $ 31.2 $113.7 $ 11.0 $ 71.6 $ 68.4 $ 56.5 $ 77 
$ 41.4 $ 32.9 $ 17.3 $ 85 $ 8.4 $ 37.7 $ 4.5 $ 16.0 $ 24.8 $ 22.1 $ 7 
2 $ 26.7 $112.2 $ 52.9 $ 24.5 $ 22.8 $ 76.0 $ 65 $ 55.6 $ 43.6 $ 34.4 $ 7.0 
5 1.6 4.4 4.0 3.8 3.7 3.0 2.4 4.4 2.7 2.5 11.0 
0 $ 17.0 $ 23.5 $ 37.1 $ 18.4 $ 19.5 $ 43.0 2 $ 22.6 $ 27.7 $ 26.0 $ 23 
2 $ 87.5 $183.6 $106.8 $ 51.7 $ 54.9 $169.8 $ 21.9 $ 71.6 $102.9 $110.2 $ 10.0 
54 $ 23.25 $ 10.68 $ 6.62 $ 8.83 $ 3.43 $ 4.08 $ 2.19 $ 3.28 $ 5.88 $ 77 $ 7.70 
0% 26.1% 24.5% N.A. 34.8% 31.2% 36.3% ° 46.1% 29.1% 26.1% 28.3% 
90% 23.3% 51.9% 77.5% 91.7% 53.3% 50.4% 36.1% 52.5% 63.6% 38.3% 
Contracts in prog., less billings. 
— ‘ = ee 
<< 
sar run to break even, but customers are not ordering with an annual rate averaging $35 billion vs. a $34 
Je- in that volume. We’re finding it cheaper to use the billion annual rate in the first half. 
rv old machines right now.” If it turns out this way, the recession decline from 
‘n- The Machine Tool Show held in September dis- peak to trough will be only 6.8°¢ compared with 
id played some 70 machines having tape controls, some 17% in the 1957 recession, making the cur- 
compared with a mere handful in 1955. It was rent set back one of the mildest in history. (As 
on stressed that these machines are not only fast in mentioned above, the machine tool segment of the 
rv mass production operations, but they are accurate economy never came out of the °57 recession, sug- 
n- beyond the skill of any operator. This may be a_ gesting that the expansion was centered by bricks 
n- factor of real significance, but still a large volume and mortar rather than in machinery.) The follow- 
at of work is needed to make these machines profit- ing table traces the development of the current re- 
is able. The aircraft industry has been a major mar- cession, showing the decline trom the 1960 peak. 
It h t so ee “sor genome ce me ——- = = Capital Expenditures By Quarters 
id Siant arc part, but recen emp aSis ere f as VEC (Seasonally adjusted annual rates in Billions of dollars) 
ag away from long runs of single manned aircraft to — 1960 — ns tk. ORME na 
oy shorter runs of varied or specialized planes or of _ feo a fee 
missiles with numerous individual specifications. Durable goods .............. $ 7.15 $ 7.40 $ 6.5 $ 6.5 
The auto industry has also been a large market, on Dusatte goods ........ 6.95 7.30 7.3 7.2 
but in recent years it has produced an increasing plWiD& screen yr = 1s y 
2. amount of its own machinery. Other transportation .... 2.00 915 1.9 2} 
1- . ‘ " ‘ 5 Public Utilities .............. 5.75 5.70 5.6 5.9 
j- will Capital Spending Recover This Year? Commercial & other ...... 11.35 11.60 11.5 10.8 
Oo Total U.S. expenditures for new plant and equip- ono 
o ‘ - enn: . oo. 6.3 3 33 
“4 ment are expected to approximate $34.5 billion in ones Om ‘ 5 
e 1961, down 3% from the final 1960 figure of $34.68 The survey of capital spending intentions indi- 
Q billion, according to the S.E.C and the Department cates a sharp drop off of some 42% in expenditures 
" of Commerce survey of business intentions. The made by railroads. Thus, producers of railroad 
p decine in capital spending began in the third quar- equipment may find that a recovery for them is 
e ter of 1960 and is expected to continue through _ still some years off. Public utilities expect to raise 
1 the second quarter of 1961. In the second half of capital expenditures by 5% which may help such 
. 1961 the trend is expected to be mildly upward, suppliers as Babcock & (Please turn to page 167) 
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CYCLICAL PICK-UP DUE 
FOR PROBLEM-PLAGUED TEXTILES? 


By LESLIE GOLDSTEIN 


> Appraising the prospects for the individual companies — 
under industrial and import problems — Multitudinous 
competitive fibers — vs. realistic adjustments, — 
new type investments — diversification — 
and favorable Congressional action on imports 


@@@ “The Rhode Island manufacturers were 

clamorous for a very high specific duty .. . 
Mr. Lowell was at Washington for a considerable 
time during the session of Congress ... and he fin- 
ally brought Mr. Lowndes and Mr. Calhoun to sup- 
port the minimum of 614¢ per square yard, which 
rate was adopted”. Except for the names, this could 
be a quotation from a current textile industry news- 
paper, but the occurrence actually dates back to 
1816 when our very new domestic cloth industry 
was seeking protection from low-cost English im- 
ports. Currently, the United States textile industry 
is clamoring for protection from low-cost imports 
coming from Japan, Hong-Kong, India and else- 
where. In 1816 English cottons had a price advan- 
tage because their power looms could weave fabrics 
rapidly and cheaply; our industry was undermech- 
anized. Today, foreign imports possess price advan- 
tages because labor is so much cheaper abroad than 
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at home. 

Sadly, today’s problem will not be solved as easily 
as 1816’s. Low-cost foreign labor is a fact, and it 
will be many, many years before the spread between 
foreign and domestic textile wages will narrow sig- 
nificantly. It is interesting, however, to note that 
domestic textile and apparel laborers are the lowest 
paid in all industry. In January, 1961, the average 
hourly wage for a textile mill worker was $1.63 an 
hour, and for an apparel or finished textile laborer 
$1.5% an hour. Their weekly wages were $61.61 and 
$54.1) respectively. In comparison, average hourly 
earnings for all manufacturing was $2.32, and for 
a steel worker $3.08, while weekly pay was $89.55 
and $109.30. No, the textile industry certainly can- 
not look for a decline in wage rates. Rather, passage 
of the proposed minimum wage law, which woul 
lift hourly wages to $1.25 in several steps over the 
next few years, would exert upward pressure on 
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Earnings Per Share 


1958 1959 1960 
American Enhe Corp . $1.48 7 $4.31 $ .51 
American Viscose ........ 1.36 2.98 1.45 
Anderson Clayton & Co. oo... 2.49! 3.77! 3.84! 
Beaunit Mills 1.38 3.12 1.90" 
Sigelow-Sanford Ine. ...........ccccceeeeeee 41.91 1.73 1.28 
3urlington Industries . 1.21 2.72 2.81 
cannon Mills ........ 5.31 5.04 6.49 
NNN IIIS iitstasninisecronciticesapanesnesbnaiannn 1.64 2.44 2.07 
Cluett Peabody & Co. ... 2.59 3.61 4.79 
SE EESS EER patina 81 1.47 1.03 
Dan River Mills 1.35 1.81 1.60 
Firth Carpet 4.24 1.01 43.36 
Industrial RaYOM ..........c..c0cc0eseseseseees 41.65 45 41.80 
BIN SIIED iccnicsionnisetnnnnentncemn .57 1.69 : 1.81 
Mohasco Industries .................c0e0e 1.73 3.03 .87 
I inickabeccssiciadeneiane 3.79% 7.54% 7.19% 
Reeves Bros., Inc. . 113 85% 1.943 
Reliance Mfg. Co. . 42.28 3.09 1.75> 
Stevens (J. P.) & Co. 2.60 4.52 3.65 
United Merch. & Mfg. ....... 1.20% 2.08% 2.413 

1.51 2.02 2.32 


Van Raalte Co. .... 


Cash 


Leading Textile Companies 


Dividends Per Share 


Earn. Current Recent Div. Price Range 
Per 1959 1960 Annual Price Yield 1960-61 
Share Div. * 
$6.64 $1.80 $65 $ 22 % 33% 17% 
° 1.50 2.00 2.00 47 4.2 51 - 32% 
6.85! 2.00 2.00 2.00 4) 4.8 443s- 36 
* 1.00 1.00 1.00 20 5.0 25%s- 15'* 
3.63 t 25 16 2158- 11%4 
5.04 1.00 1.20 1.20 20 6.0 24 - 16% 
8.17 3.00 3.00 3.00 76 3.9 83 - 55 
5.13 1.00° 1.10 1.20 36 3.3 37'2- 21 
6.00 2.50 2.75 2.75 63 4.3 74 ~ 48'2 
2.46 .80 .80 .80 14 5.7 1738- 1158 
3.07 .80 .80 80 15 5.3 1534- 12% 
05 7 13%s- 6's 
18 227e- 13'4 
3.66 75 1.00 1.00 17 5.8 20'4- 14'4 
1.72 .30° 45 45 13 3.4 15%4- 7% 
10.88% 4.00 4.00 4.00 74 5.4 75'2- 60 
3.18% 37 50 50 21 2.3 28'2- 15'2 
e 25° 1.205 1.20° 30 4.0 32 - 21 
6.46 1.50 1.50 1.50 28 5.3 33'2- 2234 
3.43% 1.00 1.10 1.10 23 47 24'\4- 16'4 
3.24 2.00 1.20 24 5.0 1734 


1.05° 25%- 





*—Not available at time of going to press. ! 


d_ Deficit. 2 Estimated. 





American Enka: Battle between rayon and nylon for tire cord market 
has depressed prices, almost eliminating earnings of this important 
rayon producer. Diversification into nylon and plostic coated wire has 
favorable long term implications. C3 


American Viscose: Behind each shore is $35 worth of Monsanto Chemical 
common stock received for 50% of Chemstrand. New products, joint 
ventures and better rayon markets anticipated are improving prospects 


B2 


Anderson Clayton: Company is a giant miller and merchandiser of cotton 
and coffee, and conducts scme manufacturing. At least $2.00 per share 
has been paid in dividends since 195). 


Beaunit Mills: This rayon producer is attempting to improve earnings by 
expanding capacity and sales of newer synthetic fibers. C2 


Bigelow-Sanford Inc.: Earnings of this major producer of rugs and 
carpets are highly volatile. Diversification into boating ond a new de 
velopment in applying multi-colored patterns to rugs are important. C4 


Burlington Industries: Results of this largest and most diversified concern 
in the textile field are expected to follow industry experience. Capital 
ization is highly leveraged. a 


Cannon Mills: Earnings last year of this world leader in household cot 
ton goods reached a twelve year peak, but price cuts in March suggest 
a dip this yeor.B2 


Celanese Corp.: Chemicals and plastics now account for 40% of sales 
Interesting developments in these areas promise continued long term 
earnings improvement. C2 


Cluett Peabody: License income from the Sanforized Division accounts 
for 30% of income. This men’s apporel monufacturer jointly owns 
Clupak, Inc. which has an extensible paper process. B1 


Cone Mills: Company is one of the largest U.S. manufacturers of cotton 
textile fabrics. Conversion operations are of increasing importance. High 
yield available. 


Year ended July 31. 


3_Year ended June 30. 


+__Paid 3% stock. 
> Plus stock. 


some stability to results. Earnings follow industry experience. C4 
Firth Carpet: New management's complete overhaul of this carpet pro 
ducer’s operations resulted in large loss last year, but has lowered the 


break-even point. C3 


Industrial Rayon: Shareholders will vote April 27 on proposal to merge 
with Midland Ross. Each share of Industrial would receive 2.5 of a 
shore of Midland if approved. Dissident stockholders intend to fight 
the merger. Rating withheld 


Lowenstein (M.): Diversification into factoring and fiberglass have favor 


able long term implications for this manufacturer of finished cotton 
goods. C4 
Mohasco Industries: Profit margins for this world leader in carpets 


should benefit from lower raw wool prices. Prospects are interesting for 


@ new acoustical fabric. C3 


Pepperell Manufacturing: This manufacturer of sheets, pillowcases and 
other fabrics has a record of stable earnings and dividends in a cyclical 
industry. 62 


Reeves Bros.: Through acquisition, diversification and a joint venture, 


this cotton goods manufacturer has entered such interesting fields as 
coated fabrics, plastics, industrial yarns and microporous moterials. C4 
Reliance Mfg.: The sales base of this company has been enlarged 
through acquisitions and 50% of output is now in women's wear 
Economies have improved long term earnings prospects. C2 

Stevens (J.P.): Management of this diversified manufacturer of textiles 
announced a target of $3 per share earnings for this year despite a 


poor first quarter. B4 

United Merch. & Mfrs.: Robert Hall and factoring now account for halt 
of earnings. These operations and expanding glass fiber and plastic 
Con-Tact) output contribute to the issues long term attraction 4 


Van Raalte: The company has established an excellent record of stable 
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earnings and dividends in the highly competitive hosiery, glove and 
Dan River Mills: Growing commission selling and factoring are adding intimate apparel fields. 682 
RATINGS: A—Best grade. C— Speculative. 1 Improved earnings trend. 3 Earnings up from lows. 
B—Good grade. D—Unattractive. 2 Sustained earnings trend. 4 Lower earnings trend. 
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textile labor costs. Moreover, the the 
significance of our ~~ indus- Comprehensive Statistics Comparing 
ry’s current import problem ex- - 
a tapend ihe wate factor. - — ay ge . eee ' = 
: igures are in million dollars Enka American Sanford Burlington — Mills 
A Succession of Difficulties Geng? whee earehe sued. = wae ine. industries 
as CAPITALIZATION: on 
The textile industry has faced Long Term Debt (Stated Valve) ....... $ 10.0 a $ 15.6 $148 2 
one difficulty or another through- Preferred Stocks (Stated Value) ....... eh — $ 3.0 $ 298 | 2,015 
out its long history. After the No. of Common Shares Out. (000)... 1,329 4,716 1,022 12,149 |§$ 51. 
First World War, the industry eg SEAT LE goed oe por joe ¥ 89. 
suffered from overcapacity. In the IID sunvicecnencsnonnsminnnibecscansncsoen ’ r , 3 B/s1/e" 
decade from 1918-1929, while the INCOME ACCOUNT: Fiscal Year To 12/31/60 12/31/60 12/31/60 10/1/60 i ow 
country enjoyed record prosper- a UCU lhCUCae|h|lUh 
ity, woman emancipated herself —_............6 2 $ 47 $ 15 $ 37.5 
from ankle-length dresses, ruf- Interest Charges, ete. .......cc.ce.eessee00 _ c 2 $ 6.7 GS 13¢ 
fling petticoats, and uncomfort- Balance for Common ssisinialiapniibisdiaants » ¥ 7 $ pap $ Lapa $ 34 Y . 
able corsets. As skirts rose, tex- a = ra i ~ F 
tile company profits fell. Raw Percent ace paiement Capital “8% 22% 3.6% 18. % '$ 6.9 
cotton prices declined, competitive Earned Per Common Share .............. $  .51 $ 1.45 $ 1.28 $ 2.11 BS 8.17 
non-textiles made inroads on tex- Cash Earnings Per Share . $ 6.64 $ 4.74 $ 3.63 $ 5.4 1/0 
tile markets, and imports from BALANCE SHEET: Year Ended 12/31/60 12/31/60 12/31/60 10/1/€0 if 54. 
Japan increased, while exports Cash and Marketable Securities ...... $ 3.5 $ 26.1 $ 43 $ 23., 7848 
dropped. Inventories, Net $ 20.1 $ 42.3 $ 25.7 $180.) }$ 27 
ms. ; ‘a Receivables, Net $ 11.2 $ 21.5 $ 10.0 $141 $130 
Throughout the thirties, the remem ea aaa nennana $ 35.5 $ 90.0 $ 40.7 $347.8 i 21. 
industry suffered from the de- Current Liabilities ............. $ 10.9 $ 18.9 $ 7.2 $ 87.6 $108. 
pression with everyone else. pmanie, Ne a oo $ — $ = $ —. — lls pase 
World War II came to the rescue, ad Anon, Oe $ 64.8 $117.1 $ 22.1 $243.8 | $163. 
and up until 1950 most mills made Sasa Meeele ........ $100.4 $312.1 $ 64.0 $606.4 $ 26.°7 
money. Some excellent results Cath Assets Per Common Share $ 2.67 $ 5.53 $ 4.23 $ 1.94 | 24.0% 
were achieved between 1946 and Inventories as Percent of Sales 21.1% 20.4% 34.6% 19.7% |) 37.5° 
1950, while returns on stockhold- Inventories as % of Current As-ets 56.9% 47.0% 63.2% 51.7% r 
Ene —, sremnen! — hog . Statistical data on other leading companies have not been ati 
anc averagec about 20%. included because recent balance sheet figures have not yet been 
But this prosperity was brief. released - 
The industry spent almost $3 bil- 
lion on new facilities from 1946 pre 
to 1952, doubling its capital assets and overbuild- lion and decline to $166 million (—53%) in the diff 
rac mmange % ™ wot a — showing sharp — months oe ooany In the pinay pro 
declines. ne decade of the fabulous fifties was advance, measured to March, 1960, earnings rose t« 
a flop for the textile companies. Of the major con- $429 million. It would be highly significant if the 
cerns in the industry few have been able to report current decline is again of a smaller proportion and I 
during the last several years per share earnings thus extends the recent pattern. are 
exceeding the levels attained at the turn of the Nevertheless, even if this theory should prove the 
decade. Prices of textile shares reflect this deterio- correct, the nature of the industry wiil continue t« b 
ration. While the Dow Industrials have appreciated produce these sharp cyclical fluctuations. The long- 7 
2357 over the last ten years, most textile shares term investor accordingly may not find the textile wh 
are still below their 1951 highs. Furthermore, tex- shares of particular interest. However, the specu- wit 
tile shares are the only group in which the majority lator may see in the industry’s sharp fluctuations wh 
of issues sell at discounts below asset values. Some the opportunity to reap handsomie profits. It is not Ove 
even sell below net working capital, such as Indus- excessively difficult to sense the beginning and the nes 
trial Rayon. Why then should the buyer of common end of the textile cycle. The speculator who buys six 
stock consider the purchase of textile shares? and sells as close as he can to these points can often par 
: : ; i achieve a highly satisfactory return on his invest- f 
| re neg a =— It gp appear from the evidence at hand tua 
n mid-1959, while the textile industry was re- that textile earnings will reach their cyclical low re 
cording higher profits than it had achieved for some point sometime in the next 3 to 6 months. ur 
years, much discussion both within and without sur- Furthermore, another important factor enters the der 
mised that the lean years were over and that a picture. President Kennedy, in mid-February, formed for 
historic turning point had arrived. Is this true? a Cabinet-level committee under the le: ,dership of der 
James S. Love, president of Burlington Industries Secretary of Commerce Hodges to study textile tur 
believed so, and so did Donald B. Tansill, chairman industry problems and weigh the facts accumulated ers 
of M. Lowenstein & Sons. Their opinions may have by the Pastore Senate Subcommittee. Last year, as pla 
been influenced by a record of ad vancing cyclical a result of Congressional hearings before the Pas- nil 
highs and lows for industry earnings, with suc- tore Committee investigating textile industry prob- I 
cessively narrower percentage declines between peak lems, the need for industry relief from excessive hay 
a Soe. hag Rae a period eg Oe ny mage was a — —— to —_e ii] 
Jos, 12-month industry earnings were $286 million, tion of numerous influential Congressmen. Shou mil 
ant ake ——e an pia —o7 — be og te a ee lifting — ne 
— 62% e twelve months to September, 1954. pressure from the industry, stock prices could sus- 1e 
The next boom saw earnings advance to $352 mil- tain a sharp advance. While import quotas would 
P| 
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the Position of Leading Textile Companies * 





ring 
ipl at Celanese Cluett Dan 
‘annor: Corp. of Peabody Cone River 
rlington _ Mills America & Co. Mills Mills 
dustries * i a: = 7 =o ~ i 
_ $117.6 $ 6.0 $ 11.1 $ 15.6 
148 2 $103.2 $ 3.0 $ 3.5 $ 4.0 
298 2,012 7,335 982 3,446 4,425 
2,140 [i$ 51. $272.2 $ 15.4 $ 49.1 $ 41.8 
1901 FS 89. $ 96.4 $ 44.6 $ 77.6 $ 70.1 
2 
wae 9/31/69 12/31/60 12/31/60 12/31/60 12/31/60 
/1/60 | 7$202. $264.1 $114.5 $188.5 $162.8 
912.9 | $ 3. $ 17.7 $ 9 $ 49 $ 63 
95.7 $13 $ 17.0 $ 68 $ 3.9 $ 9.1 
37.5 $ 4.6 $ 4 $ 1.4 $ 16 
67 $13. $ 15.2 $ 47 $ 35 $ 7.0 
34 11.0% 14.3% 7.6% 4.5% 8.7% 
8.7% 6.< e 7.5% 4.3% 1.9% 4.4% 
3.3% 9.0% 7.9% 9.0% 2.9% 7.5% 
18.4% 8$ 6<9! $ 2.07 $ 4.79 $ 1.03 $ 1.60 
2.31 9S 8 71 $ 5.13 $ 6.00 $ 2.46 $ 3.07 
om 31/69 12/31/60 12/31/60 12/31/60 12/31/60 
/1/eo US 54. $ 30.6 $ 3.1 $ 66 $ 11.4 
23., 98 48 $ 45.4 $ 33.4 $ 69.9 $ 54.0 
180.) |$ 27 $ 29.6 $ 21.5 $ 23.2 $ 44.8 
141., 9$130 $112.3 $ 58.1 $ 99.8 $111.3 
347.3 7$ 21. $ 26.3 $ 10.1 $ 35.1 $ 19.3 
87.4 $108 $ 86.0 $ 48.0 $ 64.7 $ 92.0 
260.2 6.( 4.3 5.8 2.8 1.2 
3.9 |7$ 30. $170.2 $ 86 $ 59.1 $ 55.1 
43.8 | $163. $401.0 $ 71.9 $164.3 $167.9 
06.4 1S 26.97! $ 4.17 $ 3.16 $ 1.91 $ 2.59 
1.94 24.0% 18.0% 29.2% 37.1% 33.1% 
19.7% 37.5% 40.4% 57.4% 70.0% 48.4% 
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provide no permanent solution to the industry’s 
difficulties, which are many-faceted, it could permit 
profit margins to regain a healthier hue. 


Industry Problems Are Many-Faceted 


Basically, overcapacity and foreign competition 
are the serious and continuing problems confronting 
the textile industry. These, however, are aggravated 
by other factors. 

The industry consists of many small concerns 
which, historically, have conducted their business 
without regard for the health of the industry as a 
whole. During the 1950’s many smaller companies 
overproduced and price-cut themselves out of busi- 
ness, a consequence which strengthened the industry 
structure somewhat. Nevertheless, many small com- 
panies remain. 

Although textile fiber consumption does not fluc- 
tuate widely, the structure of the industry and the 
practices of its members lend themselves to wide 
variations in sales and profits. @ When consumer 
demand improves, retailers tend to lengthen their 
forward commitments. @ Wholesalers then boost 
demand from garment and textile product manufac- 
turers, who expand orders for fabrics from convert- 
ers (dyers and finishers). @ In turn, the converter 
places greater orders with the weaving and knitting 
mills, which lift demand for yarn. 

By the time requests reach the mill level they 
ave compounded themselves; prices rise as the 
iills take the opportunity to hike prices and lift 
ill margins (spread between cost of raw material 
nd cloth). This further accelerates orders all along 
1e line as buyers rush in before prices rise further. 
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Lowenstein (J. P.) 
Industrial (M.) Mohasco Stevens Van Raalte 
Rayon & Sons Industries & Co. Co. Inc. 
$ 73.7 $ 7.4 $ 53.2 $ 2.3 
— $ 7.1 -— 
1,851 2,841 3,392 4,321 923 
$ 1.8 $ 76.5 $ 31.5 $118.0 $ 11.5 
$ 63.3 $ 82.7 $ 45.5 $168.5 $ 10.2 
12/31/60 12/31/60 12/31/60 10/31/60 ‘12/31/60 
$ 47.4 $253.3 $ 96.4 $512.6 $ 34.1 
$ 3.1 $ 5.2 $ 246 $ 12.4 $ 8 
$ 1.9 $ 5.1 $ 2.0 $ 17.7 $ 1.2 
$ 3.3 $ S $ 46 
d3.3 $ 5.1 $ 2.9 $ 15.3 $ 2.1 
5.2% 4.4% 7.1% 10.7% 
2.0% 3.3% 2.9% 6.2% 
6.0% 4.6% 6.5% 10.9% 
$d1.80 $ 1.81 $ 87 $ 3.65 $ 2.32 
$ 3.66 $ 1.72 $ 6.46 $ 3.24 
12/31/60 12/31/60 12/31/60 10/31/60 ‘12/31/60 
$ 22.5 $ 62 $ 2.8 $ 11.0 $ 3.46 
$ 10.4 $102.6 $ 32.5 $110.8 $ 12.6 
$ 48 $ 30.4 $ 12.7 $ 94.7 $ 3.5 
$ 45.1 $140.8 $ 49.1 $216.6 $ 19.8 
$ 4.0 $ 35.0 $ 12.5 $ 71.8 $ 4.0 
$ 41.1 $105.8 $ 36.6 $144.8 $ 15.8 
11.2 4.0 3.9 3.0 49 
$ 23.9 $ 52.1 $ 39.4 $127.1 $ 5.46 | 
$ 69.2 $194.6 $ 96.8 $358.4 $ 25.9 | 
$ 12.20 $ 2.20 $ .86 $ 2.55 $ 3.96 | 
22.0% 40.5% 33.8% 21.6% 37.0% | 
72.9% 66.3% 51.1% 63.8% | 
| 
| 











23.1% 























This pushes prices higher. 

Conversely, as consumer demand slackens, orders 
are cut back and prices weaken. Naturally, while 
inventories are worked off, mill activity slackens and 
overhead takes a larger bite out of revenues. As an 
example of the fluctuations possible, Cotton Mill 
margins reached a low of 21.65¢ per pound in mid- 
1958, and increased 58°; to 34.18¢ at the recent 
high of February, 1960. 


Cotton, Wool, Rayon Losing Ground 


Textile fiber consumption in 1959 showed no in- 
crease from the 6.8 billion pounds consumed in 1950 
and 1951. On a per capita basis, consumption de- 
clined from 45 Ibs. annually to 38.4 Ibs. in 1959. 
This flat trend hides cross-currents within the 
industry. 

Cotton, while still king, accounted for 4.4 billion 
Ibs. in 1959 against 4.7 billion lbs. in 1950. Its share 
of the 6.8 billion Ib. market has fallen from 69% 
to 64% in the decade. 

Consumption of scoured wool in the same period 
declined 31% to 445 million pounds. Rayon and ace- 
tate consumption, after rising dramatically for 30 
years, peaked out at 21.39% of the total in 1955 or 
1.42 billion Ibs. and has since declined to 1.25 billion 
Ibs. or 18.5% in 1959. 

Other synthetics including nylon, orlon, acrilan 
and dacron increased their share of the market from 
2% in 1950 to 11% in 1959. 

Poundage figures are somewhat deceptive since 
synthetics weigh less than cotton, so thir growing 
use has tended to hold dcewn total poundage. Not 
only do these fibers (Please turn to page 165) 
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Air Lines 

The air transport stock group 
has risen moderately more than 
the industrial list from the 1960 
low, as is generally so of the more 
speculative groups, but lags far 
behind the market on a longer- 
range perspective. It is sharply 
below its 1959 all-time top, which 
was only a fraction above the best 
level attained as far back as 1955. 
The trouble, as cited here before, 
is unsatisfactory earnings, due to 
higher costs, too many lines serv- 
ing every route, too many flights 
with too many vacant seats, too 
much Government regulation. The 
CAB has now permitted merger 
of Capital Airlines into United 
Air Lines. This would be signifi- 
cantly hopeful for the industry if 
it represented a general shift in 
the Board’s policy toward favor- 
ing more consolidations to per- 
mit economies. But it has no 
such significance. It was permit- 
ted because, as officially explain- 
ed, the Board viewed this merger 
the only alternative to 
threatened “disintegration” of 
Capital, the fifth largest domestic 
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trunkline route system. In other 
words, if an air line can “get by” 
without approaching bankruptcy, 
the Board prefers it to struggle 
along without merger into a 
stronger system. We continue to 
prefer less trouble-ridden stocks 
for speculation. 


Cross-Currents 


Stock groups performing better 
than the market at this time are 
principally drugs, farm equip- 
ment, finance companies, metal 
fabricating, oils, food stores, soft 








ing are aircrafts, auto parts 
building materials, chemicals 
coal, copper, electrical equipment 
dairy products, meat packers, 
steels, textiles and variety stores 
So viewed, the market is not 
nearly so strong as the public 
excitement about it would seem 
to imply. 
M-G-M 

The stock of Metro-Goldwyn- 
Mayer was recommended here at 
33 in our issue of August 13, 
1960. It recently reached another 























drinks, tobaccos and utilities. new high and is currently at 
Lagging at least for the time be- 6614. The profit is large, the 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1960 1959 
I NN accented Year Dec. 31 $ .11 $ .01 
MS Te IID. saseiricccesesinceccnteccersetenns Year Dec. 31 2.59 2.33 
Public Service Co. (Collo.) ..............0..00..000c0000 Year Dec. 31 3.21 2.65 
I IE GI III» csncscnscccnicsnnsnsonssiedeniusiiim Year Dec. 31 2.26 1.54 
ee Re a ED Year Dec. 31 3.35 3.21 
I I i ceeccii initia Year Dec. 31 1.30 1.14 
I I acsearle Year Dec. 31 3.15 2.38 
I SUR, siscstusisssitiscsiccnsaneninnnngenanta iieaileeil Year Dec. 31 -93 86 |) 
McGraw-Hill Publishing Year Dec. 31 3.37 3.09 j 
NN cite ti Year Dec. 31 3.12 2.93 
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holding period more than six 
months. So maximum tax liabili- 
ty is 25% and is less than that at 
straight income tax rates for 
many, if not most, of our readers. 
We still think well of the com- 
puny’s prospects, but the stock, 
previously under-valued, is now 
running ahead of them. We sug- 
gst profit taking. 


Le verage 


Profitability in the automobile 
b: siness is not what it used to be, 
bi t the stocks make large allow- 
a) ce for that fact at price-earn- 
ii ss ratios far below average; 
aid there is, no doubt, a sizable 
re overy ahead in the industry’s 
s: es and profits. Probably Ford 
is a sound choice at 79, perhaps 
in the vicinity of 12 times 1961 
e: ‘nings which, on a guess-esti- 
mite might be 15%-18% under 
1° 60’s $7.80 a share. Profit should 
be materially higher in 1962. If 
sc. the stock may well be a “candi- 
d: te” for a market price above 
1.0, for a dividend above the 
present $3.30 total (3.00 regular 
rite) and for a later split. We do 
t favor higher-risk Chrysler on 
basic view, but as a cyclical 
speculation for possible wide gain 
there is obviously something to 
be said for the stock because of 
the terrific leverage factor in- 
volved. There is leverage in the 
company’s sizable funded debt, 
in the fact that any moderate im- 
provement in the below-average 
profit margin can make a big dif- 
ference in net, and in high sales 
per-share, since equity capitali- 
zution of 8,895,450 shares is far 
smaller than those of General 
Motors. Ford or American Mo- 
tors. Thus, the company’s 1960 
sales per share amounted to $338, 
against $95 for Ford, $59 for 
American Motors and $45 for 
General Motors. Chrysler can 


€ 





have big per-share net in a good 
year, such as $13.75 in 1957, 
losses under poor conditions. Net 
this year will probaby be well 
under 1960’s $3.61 a share. What 
it might be in 1962 is anybody’s 
guess. For those willing and able 
to “take a chance’’, we wil merely 
say that there are possibilities 
with the stock at 44 in a 1955- 
1961 range of 101-'-38. It ap- 
pears probable that its 1960-1961 
recession low has been put be- 
hind. If so, the upside “percent- 
age” could be substantial, with 
medium-term risk fairly limited. 
Strong Stocks 

Stocks reflecting above-average 
demand at this writing include: 
American Optical, American To- 
bacco, Carter Products, Commer- 
cial Solvents, Consolidated Nat- 
ural Gas, Equitable Gas, General 
Railway Signal, Idaho Power, 
Kerr-McGee, Lone Star Gas, May- 
tag, Oxford Paper, Pulman, Rich- 
field Oil, Royal Dutch, Siegler, 
Standard Oil of California, ‘lal- 
lott, Union Oil of California, U. S. 
Industries and U. S. Vitamin. 


Laggards 

The chart patterns of the fol- 
lowing stocks look unpromising 
at this writing: Air Reduction, 
Allis-Chalmers, American Baker- 
ies, Bayuk Cigar, Daystrom, Dow 
Chemical, General Dynamics, 
General Electric, General Port- 
land Cement, Glidden, Homestake 
Mining, International Paper, Kel- 
sey-Hayes, Lee Rubber, Merck, 
New York Shipbuilding, North 
American Aviation, Packard-Bell, 
Penick & Ford, Penney, Riegel 
2aper, Rohm & Haas, Westing- 
house Electric. 
A Sound Buy 


United Carbon Co. is a promi- 
nent maker of carbon black for 











Motor Wheel 
Tung-Sol Electric 


American Airlines Inc. ... 
American Snuff ................. ‘ 
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National Sugar Refining 


Continental Steel Corp. ........ 
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1960 1959 

Dec. 31 $ .10 $ .95 

Dec. 31 1.37 2.70 
Year Dec. 31 1.19 1.59 
Year Dec. 31 4.60 4.96 
Year Dec. 31 3.46 4.44 
Year Dec. 31 1.14 1.61 
Year Dec. 31 2.25 5.09 
Dec. 31 4.19 5.47 

Dec. 31 -90 3.33 

Dec. 31 1.41 1.96 








use mainly in manufacture of 
tires, and of synthetic rubber; 
and is also a producer of gas and 
oil. Output of the latter has 
grown importantly in_ recent 
years, now accounting for more 
than a fourth of sales and more 
than half of earnings. Profit 
reached a record $6.36 a share in 
1959, with $5.21 from operations, 
the balance a non-recurring cred- 
it. It fell to $4.24 a share in 1960. 
In view of increasing output of 
natural gas—more important to 
the company than oil and likely 
to provide roughly a fifth of sales 
this year—a good gain in 1961 
earnings is indicated, probably to 
around $5.00 or more a_ share. 
Dividends are at a $2.00 rate, plus 
3% in stock, with the latter paid 
in each of the last three years. 
As values go in today’s advanced 
market, the stock is reasonably 
priced at 73 in a 1959-1961 range 
of 8814-5414 and should move 
higher over a reasonable period of 
time. 





Finance Companies 

Basic considerations applying 
to stocks of companies engaged in 
installment sales financing and 
related activities are: (1) money 
rates, since they operate to an 
important extent on borrowed 
short-term and medium - term 
funds and (2) business conditions 
and prospects, as translated into 
financing volume. Following an 
inferior performance for about 2 
vears through 1959, these stocks 
have since widely outgained the 
market, especially since mid-1960. 
Recently at new highs, they are 
outrunning prospects for earn- 
ings which in most cases will be 
moderately higher this year, and 
which as a rule are subject to 
limited annual changes either 
way. Long-pull prospects are 
favorable, but not dynamic, for 
leading, broadly-diversified _ fi- 
nancing companies, such as C. 
I. T. Financial and Commercial 
Credit, but the stocks are far from 
cheap at present levels and can 
hardly continue to outgain the 
general market. Profit growth 
rates are sharper for some com- 
panies specializing only in com- 
mercial-industrial financing, such 
as Heller and Talcott, but these 
stocks have “gone to town” and 
can be recommended for long- 
range investment only on sizable 
price reaction. END 
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= THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY 
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* Latest figures are preliminary. 


W in the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 








COMPONENTS OF TREND FORECASTER T 


This we have done in our Trend Forecaster (develope: 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itsel’ 
is not a true gauge of the business outlook — the right answer 
ean only be found when balanced against the state of our 
















A | NEW INCORPORATIONS (b) 
NANG | 

| |” §T0CK PRICES 

(M.W.S. INDEX) 


1925 Close — 100 





470 | 









DURABLE GOODS 
-NEW ORDERS 





6.1K, 
. avo 
sf ; ca 
ai f wv Ni} aa 
COMMODITY PRICES re 
. 1a AW ier toe + 
92.2 fT cs rs a 492.2 
= J 
106 | AVERAGE HOURS WORKED 


Hours Per Week . 
BUSINESS FAILURES 












49.2h,. evw,~ LIABILITIES (b) 
Merde mare 7 ney of Dollars — Inverted 
~*~ ee 
Fo _ ea STARTS ye 
., es es lions 








Ve. 
NONRESIDENTAL =|" |, " 
ogi CONTRACTS (a) 


ae 
“A ae 


























(t)—Seasonally adjusted except stock and commodity prices. 
(u)—Computed from r. W. Dodge data. 
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ec y. The Trend Forecaster line does just that. When i 
changes directions up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making 
When particularly favorable indications cause a rise that 
exceeds plus 3 for a period of time, a strong advance in gen 
eral business is to be expected. On the other hand, penetra 
tion of minus 3 on the down side usually precedes an im 
portant contraction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


The trend of the leading indicators which make 
up our Trend Forecaster has not changed much in 
the last few weeks. The only new figures that have 
become available since our last issue have been 
hours worked and liabilities of business failures 
and they proved to be a stand-off, with the forme: 
advancing in March while the latter declined sharp- 
ly (on an inverted basis) as failures increased. 
Thus the score for the eight indicators in the latest 
month for which data are available stands un- 
changed, with five advances and three declines. 

The Relative Strength Measure has been advanc- 
ing steadily from its November low, but was still 
slightly kelow the zero level in March. Peering 
ahead a bit, on the basis of projections of current 
trends for the indicators, it appears that Relative 
Strength will rise somewhat further in April and 
should reach a level slightly above zero in that 
month. Such a crossing of the neutral level would 
indicate that a mild recovery in business was get- 
ting under way. 
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CONCLUSIONS IN BRIEF 


PRODUCTION — Industrial output has recovered some- 
wat, after a hard winter, and is expected to show 
futher improvement, led by autos and steel. Ability of 
m nufacturers to sustain output in face of heavy in- 
ve tory cuts augurs well for the future. 


= 


Tk ADE — Consumer outlays in moderate uptrend. Per- 
so al income being bolstered by large veterans’ insur- 
ance dividend, reactivated unemployment insurance 
pcyments and rise in number of employed. Look for 
fir nness in retail sales despite slightly lower volume of 
cr dit transactions. 


= 


MONEY & CREDIT— Bond market characterized by ir- 
revularity, with corporates giving ground under weight 
of large new offerings. Bond yields appear to have 
pessed their peak and will be under pressure of Federal 
deficit financing in the months ahead. 


COMMODITIES — Sensitive raw industrial materials now 
marking time but some finished goods still under pres- 
sure, which may last a while longer as producers con- 
tinue to liquidate top-heavy inventories of these items. 
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OST of the returns for March are now in, and 

reveal that the economy is in a period of 
recuperation after the mild recession. Although no 
sustained recovery is in sight, there is increasing 
evidence that fundamental demand is establishing 
a base for business, and this should make for a 
gradual upturn in the months ahead. 

Judging by the direction in which key indicators 
are moving, the recession of 1960-1961 is just about 
over. Among basic industries, demand for autos 
has increased significantly from early 1961 levels, 
although it still remains well under the advanced 
pace of a year ago. Dealer sales averaged 18,000 
cars a day in March, or 20° ahead of February and 
a similar amount above last month’s output. Faced 
with the low level of current production schedules, 
auto makers are planning a sizeable step-up in out- 
put during the second quarter and this will have 
favorable repercussions on steel, glass, rubber, tex- 
tiles and other materials going into car con- 
struction. 

The steel industry has been improving gradually, 
even without sizeable orders from auto manufac- 
turers and steel output has been in a slowly rising 
trend for the past three months. The industry’s 
backlogs have now begun to firm up, and will be 
helped further by the expected stimulus of in- 
creased orders for automotive steel. 

Construction activity showed some improvement 
in March, amounting to $54.7 billion at seasonally 
adjusted annual rates versus $54.5 billion the pre- 

(Please turn to the following page) 








Unit 


THE MONTHLY TREND | 





INDUSTRIAL PRODUCTION® (FRB) ........ 





RETAIL SALES* .................. 





$ Billions 





Mar 
Durable Goods $ Billions Mar 
Nondurable Goods ..............cc.cceesesseeee $ Billions Mar 
RRND SOI FIND Srececiseissensccnsncivocnsoomnact Mar 


1947-’9-100 


MANUFACTURERS’ 
New Orders—Total® 2..........ccccc0- cseeseeee 
I $ Billions Feb. 
$ Billions Feb. 
$ Billions Feb. 
$ Billions Feb. 


$ Billions Feb. 





SIN cncoscssesceses . ses 
NS OEE 
Nondurable Goods ............:.:cccss0e0++ 


BUSINESS INVENTORIES, END. MO.* . | $ Billions Feb. 


DO IIIIIIIN v.ci< cicsncncslecsnesiunsenansteiinets $ Billions Feb. 
SS ERE PERE ahaa enn eon $ Billions Feb. 
ETERS RS a $ Billions Feb. 


re eT 1947-'9-100 Jan. 


CONSTRUCTION TOTAL— ...........000000000 $ Billions 





Thousands Feb. 
$ Millions Feb. 


Housing Starts* a .........cccccceeeeeeeeeees 
Contract Awards, Residential—b ...... 





Weekly Earnings ............::00000+ 





$ Billions Feb. 
$ Billions Feb. 
$ Billions Feb. 
$ Billions Feb. 
$ Billions Feb. 
$ Billions Feb. 


PERSONAL INCOME? .................. asics 
Wages & Salaries ..............+ 





Proprietors’ Incomes 
Interest & Dividends .... 
Transfer Payments ..........06 cesseeeeeeeeees 


Pearem INCOME 2.00002. cccccccerccccccccccccccveceseee 


1947-'9-100 | Feb. 


CONSUMER PRICES. .............ccccccseeseeeneeees 


PE caccescesesistennenccsasstnesssesminnssrencusinensen 1947-'9-100 | Feb. 
Clothbing ...000:...cccscerscreseeceece. sorecesenersecees 1947-'9 100 | Feb. 
Housing 1947-'9-100 | Feb. 





MONEY & CREDIT 
All Demand Deposits*—wv .........:0+ 
Bank Debits*—g ..........ccsssssesseeseeeees 
Business Loans Outstanding—c, uv ..| $ Billions 
Instalment Credit Extended*—v ....| $ Billions Feb. 
Instalment Credit Repaid*—v ........ $ Billions Feb. 


$ Billions 
$ Billions Feb. 


FEDERAL GOVERNMENT 
Budget Receipts .......... $ Billions Feb. 
Budget Expenditures ............000.00:-:| $ Billions Feb. 
Defense Expenditures ...........1se0 | $ Billions Feb. 
Surplus (Def) cum from 7/1 ........000+ $ Billions Feb. 


Month 


1947-'9-100 Feb. 


Durable Goods Mfr. .........ccccseee00 ..| 1947-'9-100 Feb. 
Nondurable Goods Mfr. .......cc0cccc00000 1947-'9-100 Feb. 
I snssistvciersnieiasiseiischcheitetahivanainichiniiseiinsibniin 


1947-'9-100 | Feb. 


$ Billions Feb. 


Mar. 

PRD scscctcssatone $ Billions Mar. 
Residential $ Billions Mar. 
TIN icciihanciencsiciniiliienihisenediaiaan $ Billions Mar. 


Be UE cccinatuniiubtuniaiininienomsinaiien $ Millions Feb. 

EMPLOYMENT 
RE IID ssi cccacnicisnapnsaniaianunnniiainnann Millions Mar. 
Non-farm* Millions Mar. 
BGOVOPRMROAE® .000cccrecsererccvessersescccocccese Millions Mar. 
I i isicinteccisatinscsinsiteieinaibiisaiaitaainaaiione Millions Mar. 
Pectory ® .....ccscccccesccescccscccccccncsosescorooes Millions Mar. 
Hours Worked* Hours Mar. 
Hourly Earnings ........... Dollars Mar 
Dollars Mar. 


Mar. 


Mar. 


Latest 
Month 
155 
154 
155 
127 


18.1 

5.5 

12.6 
143 


29.1 
13.4 
15.7 
29.0 
13.3 
15.7 


91.6 
53.6 
13.1 
24.8 
165 


54.7 
37.6 
19.9 
17.7 
1154 
870 
1366 


65.5 
52.2 
8.7 
11.5 
11.4 
39.3 
2.32 
90.71 


406 
270 
61 
43 
31 
17 


127.5 
121.4 
109.6 
132.4 


112.1 
97.7 
32.0 

3.8 
4.0 


6.5 
6.2 
3.8 
(6.2) 


Previous 
Month 


155 
155 
155 
129 


17.9 

5.4 

12.5 
145 


28.5 
12.9 
15.6 
28.7 
13.2 
15.5 


92.0 
53.7 
13.1 
25.1 
167 


54.5 
37.3 
19.8 
17.5 
1076 
974 
1511 


64.5 
52.2 
8.6 
11.6 
11.5 
39.1 
2.31 
89.86 


407 
271 
61 
42 
31 
17 


127.4 
121.3 
109.4 
132.3 


110.9 
97.4 
31.2 

3.9 
4.0 


4.8 
6.5 
3.7 
(6.5) 


Year 
Ago 


166 
178 
157 
126 


18.2 

5.9 

12.3 
138 


30.6 
14.8 
15.8 
31.6 
15.7 
15.9 


91.4 
53.9 
12.7 
24.8 
161 


54.4 
39.3 
22.4 
16.9 
1367 
988 
1252 


64.3 
52.8 
8.5 
11.6 
12.5 
39.9 
2.29 
90.91 


396 
269 
58 
39 
28 
15 


125.6 
117.4 
108.4 
131.2 


1.1 
98.9 
31.0 

4.2 
3.8 


7.2 
6.1 
3.7 

(6.5) 





PRESENT POSITION AND OUTLOOK 


vious month. Heavy construction 
contract awards were at record 
levels during a good part of last 
year and this should bolster non- 
residential construction for some 
months to come, althcugh housing 
activity may continue to lag. 

The consumer is doing his part 
in providing a better business en- 
vironment, as evidenced by a 
greater than seasonal rise in re- 
tail sales, for the second month 
in a row. It should be recognized, 
however, that the consumer is still 








in a cautious mood. He is buying | 


prudently, as evidenced by recent 
reductions in instalment debt, and 
this attitude may continue for 
some time. 

Turning to the barometric new 
order and inventory figures, we 
find further evidence that business 
is on the mend. Manufacturers’ 
new orders were higher in Feb- 
ruary and recent data from the 
National Association of Purchas- 
ing Agents indicate that further 
gains were chalked up in March. 
Heavier ordering by the Defense 
Department has played an im- 
portant role in the improvement 
— and contract placements in this 
field are scheduled for even 
sharper increases in the current 
quarter. 

With the indispensable help of 
stable underlying demand, _busi- 
nessmen have been successfully 
moving toward the goal of getting 
their inventories down to work- 
able levels and into better relation- 
ship with sales. Total stocks fell 
by $400 million in February (with 
autos accounting for half of the 
cut) and a further reduction took 
place in March. This liquidation, 
in the face of stable or even slight- 
ly rising output, is a pretty clear 
indication that consumption is be- 
ing well-maintained. It should be 
realized, however, that wide- 
spread inventory cutting is a re- 
cent development and that the 
$1.9 billion reduction in stockpiles 
from their 1960 peak has been 
moderate. Although inventory li- 
quidation may slacken off in the 
months ahead, thus removing one 
of the forces restraining business 
activity, we should not look for 
any sharp upward reversal in this 
field. 

Turning to the Government sec- 
tor, it is evident that spending is 
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a QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
DIK 
” In Billions of Dollars—Seasonally Adjusted, at Annual Rates im 
- — _—_— —— ———]| going to rise steadily in the 
m —_—_—_—_—_—-1960 —__——_-—- —1959 months ahead. It is estimated that 
rd SERIES Quarter Quarter Quarter Quarter} Federal outlays for goods and 
; 1 IV " 2 bh 
st lol — _"  __ Ts services will advance by $3 bil- 
n- ROSS NATIONAL PRODUCT ................... | 503.5 503.5 505.0 486.4 lion this year while state and 
1e Personal Consumption eanlenaienhiniibilaateinien 330.8 328.3 329.0 319.6 local spending wil expand by a 
TY Private Domestic Invest. .. = 66.0 70.8 75.5 70.8 like : int 
| BR III. sictnisninnunaiuiieievcedinetemmennianes 4.0 3.7 2.0 0.4 ike amot _ . . 
| Government Purchases ....-csmvsoeecseesssee | 102.1 100.7 98.6 96.4 In the light of the foregoing 
rt | BERR aE res eee eee 53.3 52.7 51.7 52.5 factors, it appears that the cur- 
b | RE ie I sscccninseiecstontnnciniiiecesitonaie 48.8 48.0 46.9 43.9 rent bottoming-out phase may 
a ERSONAL INCOME nn nnn.cnaneseccssseseceee 408.5 408.0 404.2 389.0} well be followed by an upturn 
e- Tax & Nontax Payments ........ccceccceseeen 50.4 50.5 49.9 46.5 whose duration is still indeter- 
h | Disposable Income ... 358.1 357.5 354.3 34241 minate. Current indications, how- 
d, Consumption Expenditures siinuitedastiileniaae 330.8 328.3 329.0 319.6 ever, also point to no more than 
: Personal Saving—d ..............cccceeeseeeeeees 27.2 29.2 25.2 22.8 ; , . 1" 
1] a mild recovery in the offing. The 
g ORPORATE PRE-TAX PROFITS ......... | 41.5 = a recession that we have just been 
it Corporate Taxes sesnesnnnnnnanennessceeceecceesenee 20.3 : 4 through resulted in few thorough- 
CII TI I cass cccnecsvnncvnenccsanins 21.3 23.4 22.7 : : > ee . 
d a... 140 13.9 138] going corrections of previous im- 
rr Retained Earnings ............0ssm 7.3 9.5 8.9} balances. The decline in inventories 
and capital spending has been 
LANT PMEN ‘enamel ° x . 4 . 
WW Eee =4 =e 5 24 relatively small and as a result 
e there are no large deficiencies to be 
eT EKLY TREND - 4 
's _ — Re iin ae made up. Furthermore, the exist- 
3? Week Latest Previous Year| ence of sizeable excess capacity 
- Ending | Week Week Ago | will act to inhibit any sharp spurt 
‘ — ———— ened ened ipnCEne EE ener i avs 7 yr WwW ¢ € in- 
€ AWS Business Activity Index*....| 1935-’9-100 Apr. 1 | 304.2 3038 319.2 an a 8 for nev he ant —— 
3- AWS Index—-Per capita’............| 1935-'9-100 Apr. 1 217.7 217.3 232.0 ment. onsumer debt 1s S l 1g 
Yr teel Production Index®.............. | 1957-’9-100 Apr. 1 87.6 86.5 135.6 and there are no substantial short- 
. Auto and Truck Production ........ | Thousands Apr. 8 125 130 171 ages of consumer durables that 
e |! hea oo seosnnnssees nen — Apr. oa a. no need to be replenished, as was the 
-aperboar ew Orders ........... ousand Tons Apr. — : > earlier stwar a 
l- lectric Power Output*..... 1947-'49-100 Apr. 1 281 283 277 — No ~ . ‘th + meg = apt 
tT reight Carloadings ; Thousand Cars Apr. 1 506 500 598 riod. NOP GO0eS the ousing marke 
s Engineerings Constr. Awards . $ Millions Apr. 6 | 440 405 356 promise any sharp improvement, 
n Department Store Sales .. | 1947-'9-100 Apr. 1 150 140 143 in view of the high level of va- 
Demand Deposits—c .................. | $ Billions Mar. 29 59.5 59.7 59.1 ES , vo 
t Business Failure—s ...................... ' Number ' Mar. 30 | 350 359 356 (Please turn to page 172) 
f *Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
: disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
i- \ centers. (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. (t)—Seasonally adjusted, annual rate. (v)—End of month 
Vv data. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
4 
E THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
ri No. of 1960-61 1961 (Nov. 14, 1936 Cl.—100) High Low Maor.30 Apr. 7 
Issues (1925 Cl.—100) High Low Mar. 30 Apr. 7 High Priced Stocks ............ccc0000 322.7 262.7 321.4 322.7H 
h Composite Average 526.7 410.9 523.6 526.7H | Low Priced Stocks ...........cccccccsseee 686.6 527.6 684.9 686.6H 
. 4 Agricultural Implements ........ 493.3 346.4 485.6 493.3H ee 1226.0 810.8 930.4 996.1 
3 Air Cond. (’53 Cl.—100) ...... 165.8 105.8 163.3 158.3 4 Investment Trusts ...........00000+ 170.6 136.5 1595.5 1595.5 
l, 10 Aircraft & Missiles ........ .. 1286.3 861.9 1275.6 1222.0 3 Liquor (‘27 Ci.—100) ............ 1534.5 1098.2 1408.1 1372.9 
= 7 Airlines (‘27 Cl.—100) ......... 1044.6 736.7 992.7 1033.4 BF CIID sninsiceniccintineniedateeinnie 613.2 402.9 608.4 608.4 
r 4 Aluminum (‘53 Cl.—100) ..... 521.3 354.5 453.6 441.5 3 Mail Order ....... 494.2 364.2 490.2 494.2 
) Be SID siiintetcinnsnstcniinnncnns 402.2 209.3 399.1 402.2H 4 Meat Packing ... 298.3 223.9 285.3 282.7 
1 5 Automobile Accessories ........ 531.1 401.0 499.9 495.8 4 Mtl. Fabr. (‘53 Cl.—100) ...... 208.6 132.4 174.1 176.9 
e a 157.0 90.8 106.2 106.2 9 Metals, Miscellaneous .......... 402.8 313.3 399.5 402.8H 
= 3 Baking ('26 Cl.—100) .......... 44.6 34.9 43.4 42.6 © PIER cecemietsesecsinvererseowecessennees 1237.1 867.3 1060.7. 1041.0 
a 4 Business Machines .............. . 1773.4 1159.1 1773.4 1760.4 on . 8143 609.0 785.7 814.3H 
a IED ceictiiiteshaninceuncsinnnctevais 820.1 657.3 812.6 820.1H | 16 Public Utilities ..................... 452.3 341.6 448.3 452.3H 
; BS Cael GAWIRG ..ccccececcscosesscsesees 36.0 27.2 34.1 35.3 6 Railroad Equipment .............. 107.7 75.8 102.9 107.7H 
S 4 Communications .................... 257.6 199.9 251.0 257.6H | 17 Railroads ...........00-0++ 49.9 59.2 58.1 
n IID cccissicatnsncsesatpsticances 223.3 143.3 223.3 220.0 3 Soft Drinks .... 690.3 1068.5 1096.6H 
* 5 Container .......... 1064.7 824.6 1057.0 1057.0 11 Steel & Iron 325.4 397.1 400.5 
p 5 Copper Mining 347.6 275.4 344.3 341.5 Bb IE seiaiinvceenernmnesnmnannieninns A 63.0 76.0 79.5 
g 2 Dairy Products 232.4 146.8 228.4 226.3 BF IE ennensnccnncenencsomenenssenes ' 563.1 818.3 832.4H 
: 5 Department Stores ................ 178.2 135.2 178.2 178.2 11 TV & Electron. (‘27—100) ..... 121.7 86.8 118.8 121.7H 
$ 5 Drugs-Eth. (‘53 Cl.—100) ..... 4747 360.4 430.3 446.0 Be  cesiiicininnetdensnnennaitiontin 258.4 183.3 258.4 246.8 
' 5 Elect. Eqp. (53 Cl.—100) ..... 384.7 310.7 364.6 375.0 3 Tires & Rubber ..... 255.9 170.6 202.7 199.1 
7 3 Finance Companies ............... 955.2 648.8 947.2 955.2H 5 Tobacco ................ 273.1 182.5 268.5 273.1H 
lees 691.4 419.3 663.5 691.4H 3 Variety Stores ............c.0c000+ 382.1 349.3 374.2 381.2 
J) ee 300.7 232.1 298.2 300.7H | 16 Unclassifd (49 Cl. — 100)... 314.2 224.0 311.9 314.2H 
. H—New High for 1960-1961 
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Trend of Commodities 





SPOT MARKETS—Sensitive commodity prices, were mixed in the FUTURES MARKETS—Futures prices followed mixed trends in the 
two weeks ending April 7 and the BLS daily index of 22 such fortnight ending April 7. Wheat, corn, oats, lard and coffee 
commodities was little changed. Raw foods advanced slightly were lower while soybeans, wool, cocoa, hides, copper and 
while the index of industrial raw materials was fractionally lead advanced. Cotton and rubber futures showed no clear 
lower. In the latter category, steel scrap, tin, cotton and wool trend, with some months higher while others declined. The 
tops were higher while burlap, hides, rosin, rubber and tallow Dow-Jones Commodity Futures Index lost one half point dur- 
declined. ing the period to close at 144.2, but was still not far from i's 
During the period, the BLS’ broad-gauged index of whole- 1961 high of 144.7. 

sale prices tilted slightly downward. Farm and food prices Wheat futures gave ground, with the nearby May option 
were lower in the two weeks ending April 4 while the index losing 7 cents on indications that “free” supplies will be 
of all other commodities also gave some ground. Weakness ample. New crop options also worked lower, as reports «f 
is still evident in the prices of some finished goods, but stocks favorable progress of this year’s crop brought sellers into the 
of most industrial raw materials are now at workable levels, market. Weather conditions in the weeks ahead are expecte 1 
accounting for the firmer undertone in these commodities. to be the main influence on wheat prices. 


WHOLESALE COMMODITY PRICES 
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a 
aascmngc Soper hated Bodie 4 We. Bs. BLS INDEX 22 BASIC COMMODITIES | 
1947-1949—100 Date Date Ago Ago 1941 87 
| 
All Commodities ...........+0+ Apr. 4 119.5 119.8 120.0 60.2 (1947-1949 100) 85 
Farm Products ..........:000 Apr. 4 88.6 90.0 91.1 51.0 
Non-Farm Products _...... Apr. 4 127.9 128.0 128.7 67.0 
22 Sensitive Commodities ..| Apr. 7 86.6 86.7 85.7 53.0 83 
7 ne  - denn Apr. 7 78.9 78.4 763 465 1 
13 Raw Ind’‘l. Materials..| Apr. 7 92.2 92.7 92.7 58.3 8 
5 Metals 7 93.3 92.6 93.8 54.6 79 
mune .. T. E B M.W.S. RAW MATERIALS Spot Price Index 
165 165 
MWS SPOT PRICE INDEX 160 160 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 155 155 
AUG. 26, 1939—63.0 Dec. 6, 1941—85. 
- " 150 150 
a 1961 1960 1959 1953 1951 1941 145 145 
Hi Year ....| 153.6 160.0 161.4 162.2 215.4 85.7 
Low of a w| 150.5 151.1 152.1 147.9 176.4 743 DOW JONES FUTURES INDEX 
Close of Year ... 151.2 158.3 152.1 180.8 83.5 150 
145 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 140 
AVERAGE 1924-1926—100 135 
wid 1961 1960 1959 1953 1951 1941 
High of Year ....| 144.7 1487 1527 166.8 215.4 846 1 
Low of Year ...... 141.2 141.2 144.2 153.8 1748 55.5 
Close of valle 2 141.2 147.8 1665 189.4 84.1 OCT NOV DEC JAN FEB _MAR APR 
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-| 368 Million Dollars of 
«| American-Marietta Products 


| Sold During 1960 
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LIME 


REFRACTORIES Mailed to 48,974 
coment A-M Shareowners 


To Receive a Copy of the Annual Report, Address Dept. 52 


eneeerceneseaeet es COMPANY 
101 East Ontario Street, Chicago 11, Illinois 
























































The Personal Service Department of THE MAGAZINE OF WALL STREET, 
120 Wall St., New York City 5, N.Y., will answer by mail or telegram, 
a reasonable number of inquiries on any listed securities in which you 
may be interested or on the standing and reliability of your broker. 
The service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject to the following 


conditions: 


1. Give all necessary facts, but be brief. 


intervals. 


2. Confine your requests to three listed securities at reasonable 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





ABC Vending Corp. 


“As a subscriber to your valued Maga- 
zine, I have not often availed myself of 
the privilege of inquiring about my 
holdings. Among other issues, I hold 
100 shares of ABC Vending Corp., 
purchased at about 10% in 1954. As I 
have been retired for a number of years 
objective is de- 
pendable income and, at the time when 
I hovaht this stock, the ye ld was close 
to 60%. However, especially within the 
past year, it has advanced sharply in 
price, so that it yields less than 
207. My question is should I switch 
from this stock to another issue with a 
hetter yield?” 


my main investment 


now 


M. | om Ne uw York, N. ss 

ABC Vending Corp. through 
various subsidiaries and affiliated 
companies, is engaged in the sale 
of food and other merchandise, 
including candy, popcorn, soft 
drinks, ice cream, cigarettes, 
cigars, newspapers, magazines 
and novelties. It is estimated that 
the company has some 8000 vend- 
ing machines in operation, as well 
as restaurants and snack bars. 
The company’s business is con- 
ducted in 37 states, the District 
of Columbia and Canada. About 
60°: of total revenues is obtained 
from attended stands in theatres 
and drive-ins, and about 20% 
from vending machines. The com- 
pany buys all of its vending equip- 
ment from others. If holds theatre 
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concessions in over 2,750 indoor 
theatres and in 420 drive-in out- 
lets. Stadium concessions include 
the Cleveland Municipal Stadium, 
Los Angeles Memorial Colliseum 
and Franklin Field, Philadelphia. 
Restaurant concessions are op- 
erated on the Ohio Turnpike, at 
the Philadelphia Airport, and at 
bus terminals and race tracks. In- 
dustrial locations include arsen- 
als, Navy yards, hospitals, office 
buildings and the plants of vari- 
ous companies. Also, stands and 
machines are operated in subway 
stations in New York City. 

Last year the company acquired 
the outstanding 50° interest in 
Tri-State Automatic Candy Corp. 
(formerly 50% owned), engaged 


in concession vending in New 
York, Pennsylvania and West 
Virginia. In February of this 


year, the company acquired, for 
over $6 million in stock and cash, 
Gladieux Corp., a Toledo food 
service concern, and Greenfield- 
Mills Restaurant Corp., an Ohio- 
Michigan chain. Recently, it ac- 
quired for 9,000 shares of stock, 
Ballantyne Co., a manufacturer 
of electronic sound projection and 
restaurant equipment. 

For a number of years, both 
sales and earnings have been in 


w -— 


Answers to Inquiries... 


a broad upward trend, althoug, | 


the rise has not been sharp cr 
sensational as in the case of nv- 
merous so-called “growth” stock: . 
Since 1954, when you purchase | 
this stock, net sales have ir- 
creased from $48,190,000 to $69 - 
070,000 last year, and earnings 
have advanced from $1.40 per 
share to $2.06 in 1960. The latter 
figure compares with $2.05 per 
share earned in 1959 and $1.67 
in 1958. It may be noted tha’, 
while sales showed a gain of al- 
most $3 million last year over 
1959, earnings were very close to 
the same figure in both years. 
This may point to increasins 
competition and rising costs. 

Since 1958, the annual dividend 
rate has been $1.00 per share. 
Also, a 2% stock dividend was 
paid on January 20, 1961, and a 
stock dividend of the same amount 
a year previous. It has been an- 
nounced that, on May 3, stock- 
holders will vote on a proposed 
2 for 1 stock split-up. If ap- 
proved, the company has stated 
that it will consider increasing 
the annual dividend rate. 


From a 1960 low of 23°, the 
stock has advanced to a recent 
high of 5814 and is currentl) 
selling at about 5614. This is a 
very sharp advance in _ price. 
Further, the stock may be viewed 
as generously valued, as it is cur 
rently selling at about 27 times 
last year’s earnings, with a yiele 
on the current dividend of only 
about 1.8. 


In view of your investment ob 
jective, we believe that it would 
be prudent to sell this issue 
around its current price, thus 
taking your profit. As to reinvest 
ment of the proceeds, we refe) 
you to the various sound issue: 
reviewed from time to time ir 
our Magazine. ENI 
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| arnings for 1960 of $16.2 million were 


ghtly below 1959. However, chemical 


’ 


y ofits were up 11%, the third consecutive 
\ ar of higher chemical sales and earnings. 
( iemicals accounted for over 75% of pre- 


< operating earnings. This improvement 


flects the new products resulting from re- 


, 


irch as well as the increased capacity and 
iciency generated by the $100 million ex- 


p imsion in chemical facilities over the past 
he years. 

In the growing packaging field, Cryovac 
| igs and films as well as a wide range of 
s aling compounds give Grace an important 

rld-wide position. In plastics, the capacity 
©! our polyethylene plant is being increased 

id sales continue to rise sharply. Cosden 
letroleum Corporation, 53%-owned sub- 


‘ 


diary, has also expanded in chemicals. 
he demand for agricultural chemicals has 
so risen. 

Earnings increased from our diversified 
latin American business. However, difficult 
conditions continued in the shipping indus- 
try and Grace Line operated at a loss for 
the first time since 1932. We expect im- 
‘rovement in this situation. 

In our Libyan petroleum operations, in 
vhich we are associated with Standard Oil 
Company (New Jersey), and Texas Gulf 
Producing Company, two successful wells 
n an entirely new area were brought in 


during 1960. 





For a copy of the Company's 1960 Annual Report, 
write to the Public Relations Department, 
3 Hanover Square, New York 4, N. Y. 


w.r. GRACE «eco. 


Executive Offices: 7 Hanover Square, New York 5, N. Y. 


on 1960 


-».- marked rise in 
chemical sales 
and earnings 





Highlights of the Year's Operations 
Year Ended December 31 1960 


Sales and Operating Revenues...........csseseessee $552,870,918 
Net Income After Taxes............cccccccsscsssseesseeees $ 16,220,381 
Per Share of Common Stock cccccccccccssssees $ 3.22 

Cash Dividends Paid: 
Ee eee 928,664 
a 579.657 


Per Share — at rate Of ........00ccccccccccsssssess 1.60 








Stock Dividend Paid on Common. 2% 
EO aa 052,482 
Current Ratio .. icosicuincaiiiiadl aaiiieeiialccadiadaenialsii 2.3 tol 
Net Fixed Assets Oa 
Stockholders’ Equity per Common Share........ $ 19.28 
Number of Common Shares Outstanding 1,874,816 
Number of Common Stor kholders eccccccccece oe 31, 306 
ee 10,600 


1959 
$476,789,610 
$ 16,466,440 
~ 3.35 
s 928,664 
$ 7,343,155 
$ 1.60 

2% 
$138,135,774 
2.5 tol 
$232,735,277 
$ 48.89 
4,771,540 
30,052 
41,000 











Non-Ferrous Metals Attack 
Problems Of Over-Supply 


(Continued from page 139) 


be overlooked when weighing the 
outlook for aluminum shipments. 

A survey of the building scene, 
another significant area for alu- 
minum consumption (23% of the 
total in 1960), suggests that 
housing starts are expected to be 
moderately higher than in 1960, 
but not startlingly so. Elsewhere 
on the domestic scene, demand 
for the light metal should experi- 
ence gradual recovery, paralleling 
the action of the economy as a 
whole. Adding up the plusses and 
minuses for the home market, 
1961 shipments will do well if 
they approximate the 4,050 mil- 
lion pounds of 1960. 

Such results on the domestic 
front would really not be bad. 
but when one adds in the foreign 
business the larger picture dark- 
ens a bit. Unless the European 
economy snaps back with remark- 
able vigor, prospects favor a 
sharp year-to-year decline in 
overseas aluminum shipments. 
Some 600 million pounds of alu- 
minum moved to foreign shores 
last year, imparting a good meas- 
ure of strength to a sagging in- 
dustry. Without such stimulus in 
1961, and more likely in fact, a 
drag from this source, total in- 
dustry shipments are not likely 
to reach the 1960 figure. 

Executives translating these 
demand factors into actual pro- 
duction can assume that invento- 
ry cutting at the user level will 
be of no consequence this year; 
hence, consumption and _ ship- 
ments should be roughly in bal- 
ance. This premise suggests that 
primary aluminum production 
will not reach the level of 1960, 
when 2,015,000 tons were poured. 
A reasonable guess would be that 

1961, and more likely in fact a 
drag from this source, total indus- 
try shipments are not likely to 
reach the 1960 figure. 

If output is reduced in this pro- 
portion in 1961, one might rea- 
sonably ask whether prices can 
be raised to offset higher wage 
expense. And even if the industry 
should attempt to hike quotations 
in the face of laggard demand, 
there is at least the possibility 
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that Washington will poke its 
nose into the picture. These fac- 
tors suggest a negative answer to 
the question. 
A more serious problem is 
found at the fabricated level, and 
here there is very little evidence 
that a bad situation is improving. 
Some observers feel that the price 
structure cannot improve mate- 
rially until a much higher level of 
fabricating activity is attained. 
The overall aluminum outlook 
shapes up something like this: 
Slightly lower production and 
shipments than in 1960; con- 
tinued poor pricing; rising wages 
and other costs; higher tax rates 
than in 1960 when heavy over- 
seas shipments permitted the 
companies to avoid the full cor- 
porate levy. Add all these factors 
together and it is difficult to be 
optimistic about the earnings pat- 
tern. Managements will do well, 
in fact, if they are able to hold 
1961 earnings to a level not far 
from the poor 1960 results. 


Copper Price in Delicate Balance 


As far as copper is concerned, 
it is difficult to see stronger de- 
mand for the red metal emanat- 
ing from either the United States 
or from European markets in 
1961. Consumption of refined 
copper in the U.S. may well be 
slightly lower than in 1960, per- 
haps amounting to 1.2 million 
tons, versus 1.3 million tons last 
year. The Free World, exclusive 
of the U.S., may consume about 
2.2 million tons, down from 2.3 
million in 1960. If consumption 
were the sole factor determining 
production of refined copper in 
1961, world production would dip 
to 3.4 million tons, from 3.7 mil- 
lion tons in 1960. The joker, how- 
ever, is the inventory policies of 
consumers in 1961. Will the po- 
tentially explosive African situa- 
tion cause users to add to stocks 
which are already high, or will 
inventories be pared? What ef- 
fect will the possibility of a strike 
at Kennecott’s domestic proper- 
ties have on consumer thinking? 

To sort out all the possibilities 
and arrive at some useful 
thoughts as to level of copper 
prices in 1961, one must first 
keep in sight the basic truth that 
the world can produce at least 
10‘ more copper than it needs. 
This, in effect, is an upside bar- 
rier to the price of the metal. 


and a_ straight supply-demard 
relationship existed, the price 
could easily fall to the 25¢ level. 


But there are factors in the piv- | 


ture which are lending some su))- 
port to the price. For one thins, 
the African situation is like a 
smouldering fire; one unexpecte i 
breeze and the whole continert 
could burst into flame. Eliminate 
the normal contribution 
tanga (9%) and of Northeri 
Rhodesia (16%) to free worll 
output, and an oversupply of coy - 
per would turn into a shortag> 
overnight. Another factor is th: 
renewed attempt of the producers 
to regulate production and avoi | 
excessive pressure on the mar- 
kets. For the moment this i; 
meeting with some success, al- 
though no one would dare predic 
how long the restraint will last. 


These factors together with th» 
assumption of some pickup in 
United States demand later in the 
year suggest that domestic quo- 
tations are likely to average be- 
tween 29¢-30¢ for 1961 as a 
whole. This would compare wit} 
an average price of 32.1¢ in 1960, 
31.2¢ in 1959 and 25.8¢ in 1958. 
The lower average price for 196! 
superimposed on smaller output 
clearly indicates that the coppe) 
industry is headed for an earn 
ings decline in 1961 from year 
ago levels. 


Lead and Zine Working for 
Production Controls 


The lead outlook for 1961 re- 
mains rather dismal, as represen- 
tatives of the industry stated at a 
recent meeting in Mexico City 
The International Lead-Zine Stu- 
dy Group agreed that prospects 
for lead were so poor that pro- 
duction controls were in order 
Accordingly, thirteen producers 
approved a reduction in output of 
about 80,000-90,000 tons in an 
effort to get the supply-demand 
relationship back into balance. 
How successful these steps will 
be in improving the lot of the 
metal remains to be seen. The 
zinc people are also faced with 
the ugly thought that there is too 
much of their product around. 
Their plight is not as bad as 
the lead industry, however, since 
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Simultaneously, world consump- | 
tion of the red metal is dragging, i 
while inventories of refined copper 
look rather high. If there were no | 
control elements in the picture 
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New frontiers for Copper 


this is a representation of the molecular structure of 


copper crystal—copper atoms arranged in a “‘face- 
ntered cubic lattice.” 
From this neat atomic geometry and the nature of the 
copper atom itself stems copper’s unique usefulness. 
hese are the fundamental reasons why copper and its 
lovs combine to best advantage a range of physical 
such as high thermal and electrical con- 
not found in any other group of commercial 


rm perties 
ICLIVILY 
etals. 


Ii is an appropriate symbol for the new frontiers of 


Anaconda—accelerating efforts to put 


rogress at 


pper to work in solving an ever greater variety of 


roblems in industry .. . to discover new uses .. . to 
eate new products, 

\naconda’s fabricating companies— Anaconda Amer- 
an Brass Company and Anaconda Wire & Cable Com- 


any—are rapidly expanding programs of research, 


development, and application services. In addition, The 
Anaconda Company is participating with other pro- 
ducers in the Copper Produc ts Development (ssi lu- 
varietv of long- and 


One, for example, ts 


tion, which is working on a 
short-range 


nontarnishing copper and brass. Others iny olve modi- 


research projects. 
fication of the copper atom itself to create radically 
new properties, 

Anaconda, through its development of new mines 
and the modernization of existing facilities, is contribut- 
ing assurance to the free world of an adequate supply ol 
copper to meet any normal requirement. The Anaconda 
Company, 25 Broadway, New York 4, New York. 


GLISSA 


AnaconnA 





new uses for zinc are still coming 
along. A slight increase in con- 
sumption seems likely in 1961, 
but in the absence of labor trou- 
ble supply will out-gallop the im- 
provement in demand, making 
the question of higher prices 
academic for the time being. 


No Early Corrective for Unused 
Capacity 


So much for the 1961 picture. 
Some alert investors will surely 
wonder if the problems just de- 
scribed will be transitory ones. 
Perhaps once this difficult year is 
over, they are hoping, the alumi- 
num, copper, lead and zine indus- 
tries will have clearer sailing. 
Unfortunately, this is not likely 
in the type of economic climate 
in which these industries are now 
operating. The unused capacity 
of aluminum, for example, is not 
likely to be fully employed until 
1964 or perhaps even 1965. Fur- 
thermore, as time passes, the alu- 
minum industry wil become more 
closely identified with the busi- 
ness cycle and even sharper up- 
ward and downward moves in 
production may well be seen. How 
much price stability is likely 
under such circumstances? The 
copper people realize that they 
must recapture markets from alu- 
minum and other materials if 
they are to recover any true 
vigor. Can this be an easy task in 
today’s markets where the com- 
petition among materials is con- 
stantly growing more intense! 

These remarks are not to im- 


ply that these important raw 
material industries are losing 
their economic and investment 


significance. The non-ferrous 
group will continue to occupy an 
important position on both counts, 
but any realistic appraisal of its 
prospects must recognize that the 
basic problem of oversupply for 
these companies will not disap- 
pear overnight. 

In practical terms, the investor 
will want to know where the non- 
ferrous metal securities should be 
used, if at all, in his portfolio. 
The aluminum stocks do not sell 
in any reasonable relationship to 
nearby earnings and accordingly 
‘arry considerable risk, particu- 
larly at this stage of the market. 
If the investor has been attracted 
to these securities because of 
their demonstrated ability to 
spurt in a rising market, he should 
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also note they can descend just 
as rapidly. Copper stocks offer 
good returns, generally speaking, 
but this is really the reward for 
accepting very little growth in 
earning power. Where companies 
have low-cost properties, such as 
Phelps Dodge, for example, they 
can maintain a fair degree of 
earning power on 29¢ copper and 
will probably hold existing divi- 
dend rates. This type of stock is 
accordingly suitable for the risk 
account seeking high yield. The 
lead and zinc stocks, as a rule, 
have little attraction for the 
average investor. END 





Impact On Security Prices Of 
Budgetary Surpluses And 
Deficits 





(Continued from page 122 


business tends to move ahead at 
so rapid a rate as to present a 
threat to the nation’s longer- 
range economic stability and well- 
being, it could be dangerous to 
attempt to keep interest rates 
down. Some measure of restraint 
would again be needed under such 
circumstances. 

Certain qualifying factors must, 
however, be kept in mind in any 
consideration of the effects of 
budgetary deficits on the securi- 
ties markets and in business. The 
most important of these factors 
are the psychological and practical 
effect of increased inflationary 
tendencies in this country and our 
precarious balance of payments. 
These conflicting forces might 
strengthen the tendency for for- 
eigners to withdraw funds, and 
further weaken our nation’s abil- 
ity to compete in foreign trade 
if inflation raises our costs of pro- 


duction. Both of these factors 
would thus be deflationary in 
effect. 


Inflation Will Not Necessarily Lift 
Net Income 

With respect to stock prices, 
the most important single factor 
is corporate profits. If inflationary 
forces cause costs to rise more 
rapidly than gross income or if 
the squeeze on profits tightens, 
stock prices cannot continue to 
rise except on the most unsound 
basis of fear or pure speculation. 

Recent unfavorable growth pat- 
terns in corporate profits, along 
with sharp stock market price 
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make it more difficult to avoid 
deficits. 

The soundness of the dollar is 
the principal support for the en- 
tire political, economic and evn 
the military position of the free 
world. Without world confidence in 
its currency it would be exceed- 
ingly difficult for the Unit:2d 
States to fulfill the many  ce- 
mands being made upon it to pro-| 
vide the various types of forei;’n 
aid which it is called upon ‘o! 
underwrite. Without a sound cvr-| 
rency, America’s domestic eco.- 
omy would suffer, and its abili-y 
to produce both its civilian and 
military goods would be impaired. | 


The Dollar Under Constant Assa alt | 


Even before the onset of thie| 
military expenditure requir>-| 
ments of the Cold War, the dcl-| 
lar, like most other currencies, 
was under pressure. In a bock 
written about 37 years ago e1- 
titled “Common Stocks as Lorg 
Term Investments”, the author 
stated: 

“The dollar stands today as the 
soundest currency unit in the 
world, and those who have shared 
in defending it against the as- 
saults of free silver and have 
fortified it through the creation 
of the Federal Reserve System 
deserve our gratitude. Neverthe- 
less, it shares, with all currencies 
yet devised, certain definite weak- 
nesses. It is vulnerable to unwise 
governmental action, and those 
governmental authorities whose 
duty it is to maintain its value 
are ever on the defensive. Labor 
seeking higher wages is, in part, 
attacking the value of the dollar; 





3 
rises already have increased price. | 
earnings ratios of many equities 
to the point of vulnerability. Low! 
corporate profits also tend to keep 
down Treasury tax receipts and 





farmers seeking higher prices for 
their products are in part assail- 
ing the value of the dollar ; tariff- | 
protected industries join in re- 
ducing the purchasing power of 
the dollar. All debtors favor a de- 
preciating dollar—a lessening of 
its value is accompanied by an 
appearance of prosperity and a 
general feeling of well-being. As 
a result, there is a constant struy- 
gle between those who would) 
maintain the full purchasing 
power of the dollar and those 
whose interests lie in the other 
direction. As the latter are in tle 
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NATIONAL STEEL REPORTS on 1960 and the Future 





1 1960, National Steel’s operating and financial results 
inked among the best in the industry. This was due partly 
) a stronger demand for the products in which we special- 
e than for most other steel products. But this record also 
‘lects the improved efficiency in organization, operations 
nd continuous modernization of plants and facilities. 


Ve produced 5,751,000 ingot tons and shipped 4,342,000 
ms of finished steel with sales amounting to $697,063,036. 
ilthough there were two advances in employment costs, 
ere were no increases in prices of National Steel products. 


‘xcellent progress was made on our major construction pro- 
ram launched in 1959, and all plants and facilities will be 
ompleted this year. An important addition was made to the 
rogram in 1960—a two-furnace basic oxygen furnace shop 
it Great Lakes Steel Corporation. 


At our new Midwest Steel plant in the Chicago area, the first 
najor facility, the continuous galvanizing line, has been 
laced in operation. Facilities for the production of tin plate 
ind hot and cold rolled sheets will be placed in operation 
n the near future. 


At Great Lakes Steel Corporation in Detroit, work on the 
computer-controlled 80-inch Mill of the Future is well ad- 
vanced and trial operations are scheduled for next August. 


At Weirton Steel Company in Weirton, West Virginia, a 
second continuous annealing line was installed, oxygen pro- 
ducing capacity doubled, and other improvements in facili- 
ties were made. 


4t Stran-Steel Corporation's plant in Terre Haute, Indiana, 
1 600-foot color coating and finishing line for steel building 
panels was among the new facilities installed. 


FINANCIAL. Since the start of the construction program in 
1959, construction costs amounted to $193,000,000 up to 
the close of 1960. The balance of the program, amounting to 
$152,000,000, will be completed in 1961 and 1962. Financ- 
ing in the amount of $160,000,000 in bonds and term bank 
loans was arranged at the outset of the program and this 
imount, plus funds which have been and will be generated 
within the business this year and next, appears adequate 
to complete the program. 


NATIONAL STEEL 








NATIONAL 
STEEL 






SUBSIDIARIES AND DIVISIONS 
GREAT LAKES STEEL © WEIRTON STEEL © MIDWEST STEEL © STRAN-STEEL © ENAMELSTRIP © HANNA FURNACE © NATIONAL STEEL PRODUCTS 


NEW PRODUCTS developed during the year included 
Weirlite*—our new lightweight tin plate which affords new 
production economies and is meeting with enthusiastic ac- 
ceptance by customers. 


RESEARCH scored important new advances particularly in 
the improvement of efficiency in blast furnace production. 


In reviewing 1960, National 
good 


1960 — AND THE FUTURE 
Steel's top management team says: “Our relatively 
showing during the year just past and the excellent progress 
of our construction program are eloquent evidence of the 
effective high skills and capabilities of our entire organiza- 
tion . . . and justify our assurance of their continued ac- 
complishments in the future.” 


Major executive changes. Although these were made subse- 
quent to the close of 1960, they are 
their great importance to the future of National Steel ( orpo 
ration. Thomas E. Millsop has moved to Chairman of the 
Board of Directors and Chief Executive Officer of the Corpo- 
ration. George M. Humphrey resigned as Chairman of the 
Board of Directors but continues as a member and Chairman of 
the Executive Committee. Paul H. Carnahan, who was Chair 
man of the Board of Directors of Great Lakes Steel Corpora- 
tion, was elected President of National Steel Corporation. 


cited here because of 





1960: A SUMMARY 
1960 


$697 .063,036 


1959 
Net sales $736,978.650 


Net earnings $ 41,937,235 $ 54.897 360 


$5.53 $7.28 


Net earnings per share 
Depreciation, depletion 
and amortization $ 41,149,055 


Total dividends paid $ 22,680,299 $ 22,522,643 


$ 36,487,856 


We will be glad to send you a copy of our 1960 Annual 
Report on request. 


CORPORATION, 


PITTSBURGH, PA, 








majority and as they become in- 
creasingly well organized, there 
is no certainty that the dollar will 
recover the ground it has stead- 
ily lost since 1897 or that it will 
not again suffer such radical de- 


preciation as occurred between 
1915 and 1920.” 
These comments, written al- 


most four decades ago, are much 
more meaningful today than ever. 
We might today say that the 
ground the dollar has lost stead- 
ily since 1945 will never be re- 
covered, and we cannot even be 
certain that the dollar will not 
again suffer such radical depre- 
ciation as occurred between 1945 
and 1950. Today we are spending 
over $40 billion a year out of a 
budget in excess of $80 billion 
for armaments. Certainly we are 
closer to the limits to which taxa- 
tion may go before it discourages 
incentives to produce and thus 
runs into diminishing returns. 
Also the pressure groups of labor, 
farmers, veterans and other spe- 
cial interests are far stronger and 
better organized to strive for 
more federal expenditures, which 
can only result in further weaken- 
ing the dollar. 


Budget Deficits A Burdensome 
Hidden Tax 


While budget deficits may ap- 
pear to offer a painless way in 
which to meet the needs of the 
government, they generally are 
the most costly in the long run. 
In addition to greater interest 
burdens on the public debt, the 
resulting price inflation raises the 
cost of every item the govern- 
ment buys and every item in the 
cost of living of the individual. 
Thus, it results in a hidden tax 
which always is higher than 
would be the cost of paying for 
the goods and services through 
budget-balancing taxes in the 
first instance. 

The rises in the prices of stocks 
and other equities which seem- 
ingly develop out of the inflation- 
ary implications of deficits may 
provide a temporary feeling of 
well being. Higher rates of busi- 
ness activity, also arising from 
fear of further price increases 
may contribute to this sense of 
achievement. However, booms 
built on unsound bases have a 
way of eventually turning into 
busts, if no effective restraints 
are exercised. END 
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Salvation For The Rails 





(Continued from page 135) 


large equipment pool, Trailer- 
Train, jointly owned by 31 rail- 
roads and one freight forwarder. 
Obviously, a cooperative arrange- 
ment like this has advantages in 
terms of the higher utilization of 
eyuipment. Some of the car leas- 
ing companies could also play a 
similar role in the development 
of piggyback service. 

@ In terms of rate-making, 
piggyback is conducted under five 
plans, of which the most common 
are Plan I, under which the rail- 
roads move common carrier- 
owned trucks without contact 
with the original shipper; and 
Plan II, the movement of rail- 
owned trailers with the entire 
transportation service between 
shipper and consignee performed 
by the railroads. 

Under one of the other plans 
(IV) even the rail cars are owned 
by shippers, the railroads simply 
hauling them on a mileage basis, 
as they have already been hand- 
ling shipper-owned tank and re- 
frigerator cars. 

Again, this experimentation 
seems necessary at the present 
stage, but only as a means for 
discovering the types of service 
that will be most valuable to 
shippers. Eventual standardiza- 
tion both of physical equipment 
and forms of organization could 
introduce a second rapid spurt in 
piggyback’s rate of growth. Its 
ultimate proportion is almost a 
pure guess, but trailer loadings 
of from 25% to 40% of total 
traffic are not difficult to visu- 
alize. 


Improved Regulatory Climate — 
But. . 


> Governmental and public at- 
titudes towards the railroads are 
clearly at their most favorable 
for years. The very distress of a 
few carriers, like the New Haven, 
has created a broader awareness 
of the discriminatory tax and 
regulatory burdens borne by the 
railroads. For the first time a 
number of states have moved to 
reduce railroad taxes, and some 
(e.g., New Jersey and Pennsyl- 
vania) have already made pay- 
ments as an offset to commuter 
losses. 


& Many political jurisdictions 
are also beginning to realize, ex- 


tremely tardily, that the urban | 


transportation dilemma can never 
be solved by the private passen- 


ger automobile. Consequently | 


some shift of sentiment on th> 
part of public authorities in favo~ 
of the railroads can be noted, al- 
though the trend is so far evi- 
denced principally by the appoint- 
ment of study groups, and tangi- 
ble benefits (as mentioned in th: 
preceding paragraph) have so fa° 
been rare. On the federal level ; 
“policy planning group” in th 
transportation field has just bee: 
formed within the Department o 

Commerce. The composition o 

the particular body does not giv: 
much confidence, as the chief ha: 
been closely associated with high 

way promotion and all of th 

other “experts” have had merel; 
theoretical backgrounds, but it: 
establishment is an evidence o1 
greater interest in the railroac 
problem. 

& The Presidential Commission 
on Work Rules is also actively 
engaged in its study of feather- 
bedding. It is expected to release 
its findings before the end of the 
present year, one of the most 
crucial issues under its considera- 
tion being the necessity for fire- 
men on fireless diesel locomotives. 
It is difficult to imagine how any 
truly impartial body could avoid 
awarding the railroads very sub- 
stantial modification of the out- 
moded work rules. 

> But is must still be conceded 
that the regulatory outlook is less 
favorable than it would have been 
under a Republican regime. 
Friends of labor control the 
White House ,and no truly clean 
sweep or archaic practices and 
restrictions can be expected. The 
Railway Labor Executives’ Asso- 
ciation is, in fact, sponsoring bills 
in Congress to freeze all merger 
proceedings and halt all passenger 
train discontinuances. While these 
objectives certainly will not be 
achieved in full, perhaps not even 
in large measure, the labor cam- 
paign will certainly slow down 
the rate of progress on the rail- 
roads. 

> A blow against railroad rate 
flexibility, essential for recov- 
ering diverted traffic, was also 
struck by the Interstate Com- 
merce Commission in February, 
when it disallowed the New York 
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CEMENT SALES 
Down 1.3% from °59 to $55,130,272. Moderately higher selling 
prices offset much of the loss from 4.2% less volume. 


NET INCOME 

Down 0.9% to $9,404,413 because of a non-re¢ urring net charge 
of $337,237. Improved selling prices and further operating effi- 
ciencies helped to keep decrease low. 


COMMON SHARE EARNINGS 
Down 4¢ a share from °59 to $3.51, after non-recurring charge 


COMMON DIVIDENDS 
$1.80 a share in °60—5.9% more than in ‘59. Current quarterly 
rate remains at 45¢. 


TAX REFUND CLAIMS 

Legislation in °60 nullified tax refund claims aggregating 
$16,511,994 and caused us to pay $7,059,540 for taxes withheld. 
Latter amount was included in current liabilities. 


GROWTH 

Four cement plants acquired early in °61 expand our market from 
18 states to 29 and annual clinker capacity from 16,970,000 barrels 
to 23,390,000. After modernization, capacity w ill rise to 25,040,000 


barrels. 


1961 PROSPECTS 
An estimated 2.2% increase in new construction and expected 
better general business in the last half could bring about from 3 


to 4% more-cement use in ’61. 
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PER SHARE 

= Payable on May 15, 1961 
to holders of record at close 
of business, Apr. 20, 1961 


ARL SHAVER 
SECRETARY 
Apr. 6, 1961 


THE COLUMBIA 
GAS SYSTEM, INC. 


RAYON ACETATE CELLOPHANE 


AMERICAN 
VISCOSE 
CORPORATION 


DIVIDEND NOTICE 
Directors of the American 
Viscose Corporation, at 
their regular meeting on 


April 5, 1961, declared 
a dividend of fifty cents 
(50e) per share on the 
common stock, payable on 
May 1. 1961, to share- 
holders of record at close 
of business on April 
19, 1961. 

Wn Y. Ave 7 
Vice President and Treasurer 


RAYON ACETATE CELLOPHANE RAYON ACETATE CELLOPHANE 
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RAYON ACETATE CELLOPHANE 


Central’s contract rates on car- 
peting from upstate New York. 
Contract rates are sharply re- 
duced charges to shippers guar- 
antying to move specific percent- 
ages of their total traffic by rail. 
The Central had assumed that 
such rates had been authorized by 
the Transportation Act of 1958 
and will still press for a reversal 
of the ICC ruling, but a setback 
in the campaign for more realistic 
rates has been suffered. 


Railroad Diversification in the 
Offing? 
> Besides merging to form 
larger, sounder systems, many 
railroads have insisted on the 
necessity of allowing their trans- 
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formation into all-round trans- 
portation organizations. Many 
roads do, in fact, operate affiliated 
truck lines—although the econo- 
my of the coordinated service is 
often handicapped when the ICC 
fails to grant the railroad truck 
lines full operating rights and 
requires that every truck ship- 
ment must have a prior or sub- 
sequent movement by rail. This 


proviso deprives the affiliated 
truck carrier of strictly local 
traffic may mean the differ- 


ence between profitable and un- 
profitable operation, and unnec- 
essarily multiplies the number of 
vehicles on the highway. For- 
tunately, some signs of liberaliza- 


tion of conditions attached to 
rail-controlled truck service are 
visible. 


& The railroad-owned Railway 
Express Agency, after closely ap- 
proaching the point of liquida- 
tion, has taken a new lease on 
life and may eventually become 
an asset rather than a liability. 
REA, as it is now known, has 
been freed of the burdensome 
traffic routing agreements and is 
now allowed to pick the most 
convenient routings available. 
Railway service has been aban- 
doned altogether, with complete 
substitution of truck movements, 
in some areas — such as New 
England — where the reduction 
of passenger trains has dictated 
such a step. REA aims at becom- 
ing an integrated, world-wide 
package transportation system, 
and will apparently minimize its 
affiliation with the railroads. 

& While the Illinois Central 
and Southern Pacific Roads were 
just rebuffed by an ICC examiner 
in their effort to gain control of 
a barge line, the John Hay Co., 
on the Mississippis River, this 
has not discouraged the Norfolk 
and & Western and Cheasapeake 
& Ohio from seeking joint ac- 
quisition of Island Creek, Fuel & 
Transportation, a  coal-hauling 
barge line on the Ohio River 
which is presently a subsidiary 
of Island Creek Coal. As all of 
the three latter carriers are large- 
ly dependent upon the movement 
of soft coal, this acquisition 
would seem to have considerable 
logic. 

There are even indications — 
admittedly infrequent, so far — 
of a diversification of railroads 


entirely outside of the transpor- 
tation field. As a step in this di- 
rection the potato-hauling Bangor 
& Aroostook R. R. has just ex- 
changed most of its stock into 
that of a new parent, the Bangor 
& Aroostook Corporation. The 
corporation is now proposing t» 
acquire a small commercial f- 
nance company, while the rail- 
road already owns 12% of the 
stock of the St. Croix Paper Cc. 


Some Long-Range Optimism 
Justified 


Most of these developments 
constructive as they are, will have 
long-range impact only. The cur- 
rent railroad picture, it must b: 
admitted, is not cheering. Aggre- 
gate net income of about $45( 
million last year was not onl: 
the lowest since 1949 but rep 
resented the fifth successivel: 
poorer earnings year. And, fo 
present quarter, the Shipper: 
Advisory Boards have estimatec 
loadings at 5.6% below actua 
loadings for the June quarter o! 
1960, itself no robust period. 

Incipient signs of industrial re 
covery do justify a hope fo 
heavier loadings in the seconc 
half, and the comparison with the 
most depressed period of 1960 
will give a further lift. Thus, 
moderately — but only moderate- 
ly — improved earnings can be 
expected for the present year as 
a whole. Dividend reductions are 
more likely than further  in- 
creases, although rates will prob- 
ably generally remain unchanged. 

But there is a basis for strong- 
er long-range optimism. Future 
progress will not be easy, rival 
agencies affected by the improve- 
ments described must be ex- 
pected to fight back. Still, con- 
crete evidence of the advantages 
inherent in some of these new 
developments can already be 
cited. Last year the Norfolk & 
Western was one of very few 
railroads and among a minority 
of corporations of any character 
to lift its net income — if only 
by a narrow 5¢ a share. This was 
accomplished, on a 3% smaller 
gross, by a reduction in the oper- 
ating ratio from 61.1% to 59.7%! 
Such a creditable record largely 
reflected the merger, now thor- 
oughly digested, with the Vir- 
ginian, in December, 1959. What 
one railroad has accomplished 
others can do. END 
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Cyclical Pick-Up Due For 
Textiles? 





(Continued from page 147) 


compete with each other for var- 
ie| applications, but even within 


eich category competition is 
ir. ‘ense. 
Major Textile Markets 
[he three broad markets for 


t:xtiles are apparel (32°), in- 
dustrial (32%), and household 
(21°). The balance of consump- 
ton is accounted for by other 
c nsumer uses (11°) and exports 
(.%). While new developments 
i) synthetics and non-woven fab- 
rics have opened new markets, 
they have also made for more 
ii tense competition with rayons, 
cottons and wools. An example is 
the inroad made by synthetics in 
the carpet industry. Manufactur- 
es of carpet are not particular), 
uihappy about this, inasmuch as 
flictuating wool prices have typ- 
ically wreaked havoc with profit 
nargins and made forward plan- 
ning difficult. 

Since the 1920’s rayon and ace- 
tite have been taking markets 
from cotton, and in more recent 
vears new synthetics have been 
taking markets from both. The 
tire-cord market is a good exam- 
ple of the evolution in fiber con- 
sumption. Cotton jost this market 
to rayon years ago. More recently, 
a fierce competitive battle has 
been raging between nylon and 
ravon for this huge market. 
Prices were cut vigorously last 
vear. As a result, earnings of the 
large Tyrex manufacturers were 


almost eliminated. Industrial 
Rayon suffered a large deficit, 
while Beaunit Mills and Ameri- 
can Enka saw their net decline 
sharply. 
Proliferation of Synthetic Fibers 
Accelerated research after 


World War II led to the develop- 
ment of many new fibers. DuPont 
“Nylon” is finding competition 
from Allied Chemical’s “Capro- 
lan” and “Nylon 6” being pro- 
cuced by Dow and Firestone. 
“Orlon” and “Acrilan” acrylic 
fibers made by DuPont and Chem- 
strand, have new competition 
rom American Cyanamid’s 
“Creslan”, Dow’s “Zefran’”’, Union 
Carbide’s “Dynel” and Tennessee 
Zastman’s “Verel”. Similarly, in 
he polyester field, “Dacron”, 
1anufactured by DuPont is get- 
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ting increasing competition from 
“Kodel” (Tennessee Eastman), 
“Vycron” (Beaunit Mills) and 
soon from “Fostrel” Fiber Indus- 
tries). New polyvinyl, polyethy- 
lene and especially polypropylene 
fibers are being developed, and 
glass and metallic fibers are be- 
coming important in household 
products. Stretch yarns appear to 
have interesting potential in ap- 
parel. 

Synthetic fiber capacity is in- 
creasing so rapidly that price 
cutting seems unavoidable. In- 
dustry sources estimate consump- 
tion of 1,150 million pounds of 
synthetics by 1965, whereas ca- 
pacity by late this year is ex- 
pected to be 1,145 million pounds 
already. 

Although Dupont still occupies 
the major position in the syn- 
thetic area, accounting for 510 
million pounds (45° of industry 
capacity), its earnings from these 
svnthetics have fallen from their 
highs one by one as their exclu- 
sive position in the various cate- 
gories has been lost. Price cutting 
would seem unavoidable, and ac- 


cordingly large synthetic fiber 
cap*bility is no guarantee of 
profits. 


Cotton's Peculiar Problems 

Cotton has its own peculiar 
problems. Prices for raw cotton 
have had government support in 
recent years, which has not only 
encouraged domestic production, 
but has also stimulated larger 
foreign output. Recently, the sup- 
port level for 1961 cotton was set 
at 33.04 cents a pound for the 
basic middling one-inch grade, 
roughly two cents above the mar- 
ket at that time. The higher 
props will add about a penny a 
yard to the cost of producing 
cotton fabrics. This caused a 
flurry of buying by clothing man- 
ufacturers and other cloth users 
but activity quickly subsided. 
Higher supports for cotton pro- 
mote use of other fibers as well 
as larger imports. Producer costs 
are raised which tends to narrow 
margins, unless the market can 
sunvort higher fabric prices. 

Rayon and acetate originally 
built its position because of cost 
advantages over cotton. But 
growth in synthetics has arrested 
rayon and acetate growth in re- 
cent years. Production has thus 
remained fairly steady through 
the 50’s, and capacity has actu- 
ally shown a slight decline as 
marginal! producers have been 
squeezed out. 
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How Textile Manufacturers Have 
Attacked These Problems 


Textile companies have not 
fared particularly well in recent 
years, as the foregoing discussion 
makes clear. Most company solu- 
tions to the industry’s vagaries 
have been through diversification, 
both within and without. Ameri- 
can Enka has gone into nylon 
yarns to insulate itself from fur- 
ther erosion of Tyrex sales. In 
addition it has acquired a plastic 
covered wire and cable business. 
Beaunit entered the polyester 
fiber field with “Vycron” to lessen 
its dependence on rayon tire cord. 
A price cut last October has ac- 
celerated its penetration of this 
market. Bigelow-Sanford acquired 
a boat company in 1960. 

Celanese and Textron provide 
good examples of outside diversi- 
fication. The former, over the last 
several years, has invested heav- 
ily in chemicals and plastics. Tex- 
tron, by acquisition, has been 
transformed from a textile com- 
pany inte a broadly diversified 
complex with only 20% of its 
sales now in the textile field. 

Burlington and Stevens are 
well diversified within textiles. 
United Merchants has emphasized 
such activities as its Robert Hall 
chain of discount clothing stores, 
its commercial factoring activi- 
ties and its self-adhering plastic 
film known as “Con-Tact.” J. P. 
Stevens and Dan River have built 
up their factoring businesses 
also. 

Cannon Mills, Cluett Peabody, 
Manhattan Shirt and Pepperell, 
all of which serve the consumer 
directly, have benefited from the 
relative stability of consumer de- 
mand for their products. By re- 
inforcing the quality of their dis- 
tribution organizations and in 
some cases by increasing their 
foreign business they have 
achieved satisfactory earnings 
growth. 


American Viscose Follows The 
Joint Venture Route 
American Viscose has chosen 
the joint venture approach to di- 
versification, and this has proved 
highly successful. It has also 
emphasized research and devel- 
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improved 
growth. 


of new and 
products to achieve 
Chemstrand, a nylon producer, 
which was jointly owned with 
Monsanto Chemical, was sold in 
January to Monsanto for about 
$165 million worth of the latter’s 
common stock. This compares 
with Viscose’s cost of $15 million. 
Another joint venture is Ketchi- 
kan Pulp, a producer of high 
alpha dissolving wood pulp for 
use in the manufacture of rayon, 
cellophane and other products. 
American Viscose purchases a 
large part of its output. Avisun 
Corp., jointly owned with Sun Oil, 
is engaged in research and devel- 
opment of manufacturing equip- 
ment and methods relating to 
markets for poly-propylene res- 
ins, films and fibers. New prod- 
ucts such as Avistrap Cord Strap- 
ping, a unique high strength 
industrial strapping material, and 
new transparent packaging films, 
crystalline cellulose, and rayon 
fibers are developing increased 
sales volume for the company. 
Improved Inventory Control 
Promises Firmer Prices 

Prices of 80-square print cloth, 
a popular indicator of future pros- 
pects for textile companies, have 
shown recent firming tendencies 
after dropping gradually all last 
year. Cost per yard held at 18¢ 
all through November, declined to 
17.5¢ in December, dipped mo- 
mentarily to 17.2¢ in late Febru- 
ary, and has subsequently moved 
back to 17.5¢. Mill fabric inven- 
tories at the close of February 
were 41% higher than a year ago. 
However, for the first time in a 
decade the industry has followed 
a policy of cutting back produc- 
tion at the first sign of weakness, 
and thus panic selling of fiber and 
fabrics has not developed. Most 
distress selling has been done at 
cost rather than below. By the 
end of the first half of 1961, trade 
inventories should be _ substan- 
tially reduced. 

Conclusions of business execu- 
tives based on surveys by the 
National Association of Purchas- 
ing Agents indicate a feeling that 
an economic turnaround is in 
prospect for the second half of 
this year. Textile sales should re- 
bound sharply in this period, 
along with the upturn in general 
business. Profit margins should 
recover simultaneously, and oper- 
ating profits should approach 
1959 levels. As profits improve, 
selected textile shares could also 
make significant gains. 


opment 


Textile shares in general do not 
yet qualify for inclusion in con- 
servative portfolios (except pe-- 
haps some of the more reasonably 
priced apparel concerns), al- 
though the industry has mildly 
improved its basic economic po- 
sition. Overcapacity has _ been 
reduced from 30% to about 15‘ 
Companies have been more disc - 
plined about overproduction an] 
distress selling. Finally, the ir- 
dustry has been endeavoring t» 
obtain relief from its major prol - 
lem, rising volume of low-cost 
imports. 

Import Problem May Be Ameliorate J 

The effect of imports on dc- 
mestic results is more damagin : 
than would be indicated by thei: 
volume, which in the case of cot- 
ton is running at 8% of domesti: 
production. Imports act as 1 
general depressant on domesti: 
prices, and make profit margi) 
improvement difficult for textil> 
companies. During 1959, Senato’ 
Pastore conducted hearings 01) 
this problem, and two advisor,’ 
committees were established t» 
carry on further investigations. 
Their reports see no_ solution 
other than import protection 
through quotas set country-by- 
country and category-by-cate- 
gory. The next step must be take 
by the Administration. 

Considerable speculation has 
been going on within the indus 
try as to government thinking 
and the significance to be given 
the comments of Secretary of 
Commerce Luther H. Hodges. 
Some believe the Administration 
will accept the Subcommittee’s 
quota recommendation in_ toto, 
while others argue this is too 
much to hope for in view of our 
aims not to follow a protectionist 
foreign trade policy. Mr. Hodges 
has made conflicting statements 
as to possible courses of actions, 
at one moment appearing to favor 
quotas, but at another stating 
that it has been more modern 
production facilities, more effi- 
cient labor practices, better plan- 
ning and more aggressive sales 
efforts that have enabled foreign 
producers to outdo us in many 
areas of legitimate business com- 
petition. 

It does appear certain that 
some Administration relief will 
be forthcoming. This could have 
a favorable long-term impact on 
the textile industry, and permit 
it to consolidate its recent gains 
and improve its low profitability. 

END 
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How Much Recovery For 
Machinery And Tool-Makers . . . 





(Continued from page 143) 
\ ileox or Combustion Engineer- 
ing. In summary, however, the 
achinery producers find little 
nsolation in near term inten- 
wns for capital spending. 


~~ 


_ 


Foreign Demand a Saving 
Factor in 1960 

With European economies con- 
nuing at a high rate, a real de- 
re to expand productive capac- 
y exists there. In 1960 exports 
’ metal-cutting and metal form- 
ig machine tools from the U.S. 
‘counted for 22% of our total 
1ipments. This compares with 
1 eight-year average between 
151-58 of only 10%. By the last 
jiarter of 1960 nearly one-third 

all shipments from U.S. plants 
ere for foreign customers One 
important export stimulus is the 
13 to 24 months backlogs of most 
foreign machinery producers vs. 
tne guarantee of quick delivery 
from U.S. plants where backlogs 
of only a few months are typical. 
nother is the superiority of cer- 
tain types of American-built ma- 
chines for use in mass production 
processes as required in the auto 
industry, for example. A number 
of tool builders in West Germany 
have, however, developed good 
automated machinery, and since 
they have a much lower labor 
cost than in the U.S. this may 
mean a diminishing advantage. 


a ae as Tf 8S mee me re 


U.S. Government Has Big Machinery 
Surplus 

Although the Defense Depart- 
ment looks to private industry 
for the production of armaments, 
the government is still an impor- 
tant direct buyer of machinery 
and machine tools which are to a 
large extent merely stored in case 
of emergency. The Joint Commit- 
tee on Defense recently estimated 
that on June 30, 1960, the govern- 
ment inventory of machine tools 
was approximately 300,000 units. 
This makes it by far the largest 


owner of machine tools in the 
country. 
A continuing program of re- 


} lacement is necessary as the old- 
«r machines become obsolete, and 
tnis might even mean that such 
luying for surplus could support 
(ertain segments of the ma- 
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chinery industry artificially, in a 
way not unlike the buying of 
wheat for surplus as an aid to 
farmers. While this might appear 
reasonable in a welfare state, the 
program has not actually been 
carried to this extreme as yet. At 
the same time, the disposal of the 
surplus machines designated as 
obsolete offers a difficult problem. 
It is naturally hoped to put them 
to a useful purpose, and programs 
are being developed to use more 
of them for foreign aid. But like 
the machine tool builders them- 
selves the government is having 
trouble in disposing of some of 
its excess machinery, even in giv- 
ing away expensive planes, lathes 
and other items of a specialized 
nature. 

This program has had its un- 
favorable repercussions. Under 
the Truman Administration a 
large surplus of heavy overhead 
cranes and earth movers was built 
up, later declared as excessive in- 
ventory or obsolete and sold in 
the open market, sometimes at 
little more than scrap value. This 
complicated the problems of pro- 
ducers such as Bucyrus Erie or 
Universal Marion who, in 1957 
and 1958, were having their 
troubles in a very cyclical busi- 


ness. 
Comments On Individual Companies 


Considering the advanced prices 
of many of the industrial ma- 
chinery and machine tool stocks, 
the absence to date of evidence 
that orders will make more than 
a half-hearted recovery, and the 
excess capacity that exists in in- 
dustry today, this group of cycli- 
cal stocks probably should be re- 
garded with caution. It is very 
possible that liberalized deprecia- 
tion in some form is forthcoming 
as a government-sponsored meas- 
ure, but this seems already anti- 
cipated in the higher price of the 
stocks, while it is not a foregone 
conclusion that liberalized depre- 
ciation would result in immediate- 
ly increased expenditures for ma- 
chinery. 

American Machine & Foundry: 
After a dramatic rise in 1960, es- 
pecially since September, this 
stock now sells at 32 times possi- 
ble 1961 earnings of $3.50. Most 
of the earnings come from rental 
income from bowling pinspotters, 
and as long as new machines are 
leased out earnings will continue 
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Hire a Rolls Royce 


For just a trifle h ost, enjoy 
the luxury of ac ffeur-driven 
I96I Rolls Royce. Special theatre 
and shop; at Airport and 
pier ser iquire about cor- 
porate a personal charge 
accounts. 


Buckingham Livery 


349 E. 76th St.,N.y.c. YU 8-2200 


$9 per hour. Diners Club honored. 
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to build up. The company is still 
a producer of industrial machin- 
ery, but the bowling machines 
have dwarfed that business. By 
the end of 1960 the company had 
some 70,000 pinspotters on lease, 
having added 14,900 in 1960 vs. 
14,000 the year before. There are 
signs that new installations of 
pinspotters are slackening some- 
what, but if the company leased 
out only one half as many ma- 
chines in 1961, for example, as in 
1960 it would still show an earn- 
ings gain, according to Chairman 
Patterson. The company now pro- 
duces pinspotters in England and 
France, and sells them to a Swiss 
subsidiary which leases the ma- 
chines from this tax haven. 

Babcock & Wilcox will benefit 
from continued expansion of elec- 
tric utilities, which, as noted 
above, is one of the bright spots 
in this year’s outlook for capital 
expenditures. Despite the reces- 
sion last year, this producer of 
heavy capital goods such as steam 
generators and steel tubes, show- 
ed an earnings gain to $2.88 per 
share from $2.58 in 1959. The 
dividend was increased twice, to 
$1.40. It is of particular interest 
that the company’s usually most 
profitable division, tubular prod- 
ucts, is still depressed by a gen- 
erally low level of demand, as the 
fortunes of this division are close- 
ly related to the steel industry. 
Last year, the company increased 
earnings to a record high through 
operating efficiencies and a policy 
of conceding low profit margin 
business to competitors. It is gen- 
erally thought that the ordering 
cycle for boilers is beginning an 
upturn, but strong evidence of 
this is still lacking. The growth 
rate of electric consumption is a 
well sustained one of about 7% 
per year compounded. Babcock 
should benefit accordingly over 
the years ahead. 

Black & Decker. This manufac- 
turer of portable hand tools de- 
rives its strength from mainten- 
ance demand and from the grow- 
ing home market. Management 
has predicted a 10% sales in- 
crease for the year ended Sept. 
30, 1961, and earnings per share 
this year of $2.50 vs $2.38 in 
1960. Starting costs incurred last 
year on the new plant for Master 
Power Tool, a subsidiary, will be 
absent in fiscal ’61 and the De 
Walt subsidiary should make a 
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higher contribution. The stock is 
one of the better quality issues in 
the machinery or machine tool 
group. 

Brunswick Corp. The com- 
pany’s phenomenal growth in re- 
cent years from its sale of pin- 
setters has surprised many in- 
cluding its own management. A 
decline in pinsetter sales from 
last year’s torrid pace could not 
help but adversely affect earn- 
ings—in contrast to a more stable 
outlook at AMF, a leaser of ma- 
chines. However Brunswick has 
set up a deferred income reserve 
which may be credited to future 
earnings to soften the effect of an 
eventual drop in pinsetter sales. 
In addition, it has made a number 
of attractive acquisitions in the 
hospital supply, school equip- 
ment, pleasure boat, and sporting 
goods fields. The non-bowling ac- 
tivities, however, probably con- 
tribute less than 20% to earnings, 
although much more to sales. Al- 
though pinsetter backlogs are 
still high, we would favor taking 
profits now or switching to AMF 
to participate in bowling from the 
more stable rental income. 

Chicago Pneumatic Tool. This 
leading producer of virtually all 
types of pneumatic tools has a 
strong position in foreign mar- 
kets, including a sizable plant in 
West Germany as well as others 
in England, Scotland, Australia, 
India, South Africa, and Canada. 
About 20% of sales and a some- 
what higher portion of earnings 
are contributed by the foreign 
subsidiaries. While pneumatic 
tools are the most important part 
of the line, the company owns the 
largest producer of chucking de- 
vices in Jacobs Mfg., purchased 
in 1953. And in Allen Mfg., it has 
a leading position in hex socket, 
screws and plugs. In 1960 the 
company earned $2.13 a share, up 
slightly from $2.09 in 1959, and 
it expects to earn about $2.15 dur- 
ing the current year. Manage- 
ment is conservative, and the 
stock is one of the quality issues 
in the machinery group. 

Ex-Cell-O Corp. Earnings for 
the fiscal year ended Nov. 30, 1961 
are officially estimated at $2.35 
to $2.40 vs $2.23 in 1960. Pure- 
Pak machines that are sold or 
leased to dairies for making pa- 
per milk containers contributed 
25.8% of 1960 sales, while ma- 
chine tools contributed 21.4%, 


precision parts (mostly for the | 


government) 45.5%, and expend- 
able tools 7.36. Defense work has 
been cut back to 33% of sales 
from 53% in 1957. Nearly 60° 
of all milk containers are nov 
made of paper, and indications 
are that the transition froia 
glass to paper may be near con - 
pletion, as glass will probably 
maintain a good portion of the 
home delivery market. Ex-Cell-O 
has nearly 70% of the milk pack- 
aging business, American Cai 
about 20%-229%, and Seal Kin: 
and others 8%. With no long terr 
debt and rental income amount- 
ing to 18% of 1960 sales, Ex-Cel!- 
O is one of the quality stocks in 
the machinery group. At presen 
it appears to have only average 
attraction for capital gains. 


Cincinnati Milling. As_ th? 
largest machine tool manufac- 
turer, this company produces 


some of the most advanced auto- 
mated machinery for mass pro- 
duction. It is suffering from the 
depression that hit the machine 
tool industry in 1957, earning 
per share since then ranging a 
follows: 1957, $4.46; 1958, $1.62; 
1959, $1.11; 1960, $1.52. Despite 
this discouraging record, the divi 
dend has been maintained at 
$1.60. The stock appears full) 
priced currently. 

Worthington. This producer of 
many types of machinery, such 
as engines, compressors, and 
pumps, generally follows the 
trend of capital spending. Thus 
the low-level business expected 
through the first half of 1961 wiil 
result in unfavorable earnings 
compared with last year’s first 
two quarters when the economy 
was running at a higher level 
Earnings per share for the first 
quarter were probably no more 
than 75 cents vs. $1.02 last year. 
However some pickup is expected 
in the second half, and earnings 
for the year could approximate 
the $4.42 reported on 1.7 million 
shares in 1960. The pretax mar- 
gin is low (7.16% in 1960) com- 
pared with a high in recent years 
of 12.4% in 1956, and would have 
been lower still but for the con- 
solidation of foreign subsidiary 
earnings, which were included for 
the first time in 1959. Retained 
earnings of foreign subsidiaries 
amounted to about 91 cents per 
share in 1960 and may be 20% 
higher in 1961 if the substantial 
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a0 years 

news with 
American Viscos 
Corporatio 


AVISTRAP® Cord Strapping* makes good 
During 1960, American Viscose threw its 
weight behind AVISTRAP, a cord strapping 
of high tenacity Avisco rayon. Avistrap 
has no sharp edges, its light weight saves 
handling and shipping costs, and it gives 
the manufacturer many dollar savings 
Sales of Avistrap have moved ahead sig- 
” nificantly as an enthusiastic group of dis- 

tributors has started selling the product 


*Patents pending 


AVICEL+* Microcrystalline Cellulose, a 
long-time development of our laboratories, 

ea, became commercially available in 1960. 
Avicel is a form of cellulose that can be 
used in foods—contributing stability, body, 
bulk, texture and palatability. Various forms 
of it can be added to foods such as cheese, 
peanut butter, honey, dry mixes and con- 
venience foods, puddings, custards, spreads, 
toppings. Avicel also shows great promise 
in pharmaceuticals and cosmetics. 


+ Trademark of American Viscose Corporation 
*Patent No. 2,978,446 


AVISCO “ FILMS—There were two new- 
comers to the Avisco family of packaging 
films last year—called ‘‘T”’ films. These are 
a special combination of Avisco cellophane 
and polymers and have attracted wide at- 
tention because they virtually eliminate 
broken packages. The REO film for red 
meats, and the use of cellophane as an 
overwrap for egg freshness continue to 
make progress. 


DIVERSIFICATION TAKES A NEW TURN 
Toward the end of 1960, American Viscose 
Corporation entered into an agreement with 
Monsanto Chemical Company by terms of 
which American Viscose acquires a sub- 
stantial interest in Monsanto in exchange 
for its Chemstrand holdings. Thus, Ameri- 
can \ iscose becomes widely diversified into 
the chemical field. AviSun Corporation, 
formed jointly with Sun Oil Company the 
previous year, began commercial produc- 
tion of Olefane* polypropylene alm, de- 
veloped new uses for its molding and ex- 
truding polymers. 


* Trademark of AviSun Corporation. 


NEWS IN FIBERS—1960 was a big year 
for Avisco fibers. Two new modified rayon 
fibers were introduced. Most significant was 
AVRIL®, a very strong and stable fiber 
which can be mercerized or preshrunk. 
Avril was welcomed for light weight fabrics 
in blouses, dresses, men’s shirts, as well as 
for towels, draperies and other home 
furnishings. 


American Viscose Corporation is celebrating 
its 50th anniversary. And this is a year when 
news and “what’s new” are very much in evi- 
dence in the American Viscose Corporation, 
For example, new packaging films—T”’ films, 
new fibers—Avril and Avlin, and completely 
new interests flowed from research to sales. 
Sales of Avisco cellophane exceeded those ol 
record-setting 1959 in spite of stiff competition, 
Avisco rayon fibers made significant gains in 
industrial applications. New products of cellu- 
losic chemistry, of which Avicel (described 
below) is one, are expected to open up new 
opportunities for American Viscose beyond the 
markets for fabrics and fibers. 


AVLIN® rayon has the singular ability to 
cling to itself and other fibers, imparts a 
crisp dry hand to fabries and greater firm- 
ness and bulk than conventional rayons. 


AVRON®, another modified Avisco rayon, 
appreciated for the high strength it con- 
tributes to fabrics when used alone or in 
blends, enjoyed increasing success in the 
women’s.wear and home furnishings fields 
COTRON® fabrics, a blend of cotton and 
Avisco rayon, also progressed in blouses, 





dress fabrics, and men’s wear applications. 


PLANT IMPROVEMENTS—S5.3 million 
was expended in 1960 to keep manufac- 
turing facilities up to date, to improve 
rocess equipment and to reduce costs 
Jepreciation totaled $15.5 million—about 
$10 million more than was spent for plant 
and equipment. Expenditures for plant and 
equipment for 1961 are not expected to 
exceed $5 million. 


HIGHLIGHTS OF THE YEAR 











1960 1959 
Sales and other 
income $206,700,000(a) $239,800,000(a) 
Net Earnings 6,800,000 (a) 15.200,000(a) 
Per Share Common Stock 
Net Earnings 1.45(a) 2.98 (a) 
Dividends Paid 2.00 1.50 





(a) Includes Chemstrand dividend amounting to 
$2,500,000 


AMERICAN VISCOSE CORPORATION 


1617 Pennsylvania Boulevard, 
Philadelphia, Pa. 


Associated Companies (50 wned 





AviSun Corp.—Ketchikan Pulp Co 


LOOK TO AVISCO® FOR 


FIBERS AND PACKAGING FILM 


NEW IDEAS 








lift in foreign backlogs is an in- 
dication. The company has a 
strong trade position in all of its 
major fields and margins may be 
expected to improve once Worth- 
ington obtains a higher operating 
rate, given an improving market 
for capital goods. END 





As South Africa Leaves The 
British Commonwealth 





(Continue from page 129) 


production and by incoming capi- 
tal from abroad. Last year, how- 
ever, due to the loss of confidence 
by foreign investors, South Afri- 
ca had to draw $185 million from 
its foreign reserves. 

The wave of selling that fol- 
lowed the Sharpeville riots last 
vear was fed mainly by London 
and the Continent. U.S. investors 
actually continued to purchase 
new South African shares in 
small amounts, but this was seen 
primarily as a hedge against a 
weakening U.S. currency rather 
than renewed confidence in the 
economy. 

Most of these sales were picked 
up by South Africans. While the 
large mining finance houses were 
highly selective, it appears the 
heaviest and broadest buying was 
done by South Africa’s two larg- 
est insurance companies, Sanlam 
and South African Mutual. This 
was largely due to a 1959 law in- 
creasing taxes on income from 
interest, but not on dividends. 
Meanwhile the market value of 
shares registered on the Johan- 
nesburg Stock Exchange plunged 
21°¢ during 1960, compared to a 
rise of 34% in 1959. 

Further sales of foreign invest- 
ments in South Africa have been 
slowed by the fact that much of 
it is enmeshed in a broad range 
of South African industries in the 
form of subsidiaries and partner- 
ships and to sell would also re- 
quire going out of the business. 

The threat to foreign capital in 
South Africa is essentially a long- 
term—not an immediate—danger 
and it is expected that the dis- 
posal of property and partner- 
ships will continue at a persistent 
but slow rate. 

Possibility of Reprisals 

Moreover, the threat is not one 
of outright expropriation, as in 
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Cuba, but the slow attrition of 
profit margins due to increasingly 
effective strikes, raids, sabotage, 
and boycotts as the South African 
black nationalist movement gains 
momentum. 

South African industry is par- 
ticularly vulnerable to work stop- 
pages since 60% of it is concen- 
trated in four metropolitan areas. 
By concentrating upon these four 
areas the non-whites, which con- 
stitute 82% of the labor force, 
could paralyze the nation. At 
present, however, they lack ef- 
fective organization, and in this 
sense, time has not yet run out 
for the Whites. 

Reprisals from overseas are 
also shaping up. A year-old effort 
by Labor-oriented persons in the 
United Kingdom to boycott im- 
ports of South African goods has 
fallen flat. Also, the attempts of 
the Afro-Asian bloc in the United 
Nations to censure South Africa 
has drawn an impressive 93-0 
vote, but it too is still in the talk- 
ing and voting stage. It has not 
yet reached the point of wide- 
spread economic and diplomatic 
reprisals. And in this sense also, 
there is still time—but not much. 


Problems Involved in “Going It 
Alone” 


Meanwhile the government of 
South Africa is turning a deaf 
ear. It hopes to meet the problems 
of “going it alone” in two ways; 
by encouraging white immigra- 
tion into the country, and by en- 
larging trade. 

In 1959 a total of 12,563 white 
immigrants were enticed into the 
country. And to meet the labor 
shortage without drawing skilled 
workers from the local Africans, 
Dr. Verwoerd says he intends to 
set up a special cabinet post with 
the sole responsibility of increas- 
ing the flow of skilled immigrants 
from abroad. 

In the field of trade, new im- 
port restrictions can be expected, 
coupled with a renewed export 
drive to close the trade gap. 
Three trade missions have been 
sent to the Far East, Europe and 
to the Western Hemisphere to 
seek out new markets and new 
supplies of capital. The most pro- 
mising field for trade expansion, 
however, is right next door in the 
Federation of Rhodesia and Nya- 
saland, South Africa’s natural 
market. While the great bulk of 


South Africa’s food and raw maj 
terials exports flow to Europea 
outlets, its rising share of manu. 
factures is being funneled almosi 
entirely to the growing market 
provided by the 150 million per. 
sons living south of the Sahara 

But, by seeking markets in 
Africa and Asia, Dr. Verwoerd 
runs the full circle and again wil! 
collide with the force that caus 2¢ 
him to leave the Commonwealth 
in the first place—the rising ti le 
of African and Asian nationalis/n 
South Africa will still be vulner. 
able to boycotts and reprisals, if 
not directly by the Africans aid 
Asians, then indirectly from their 
growing leverage through t1¢ 
Commonwealth and the Unit2d 
Nations. 

A Failure in Leadership 


The most serious aspect of t 1¢ 
last few weeks is not that Sou’! 
Africa has left the Commo). 
wealth, for both Scuth Afri: 
and the commonwealth can sur 





vive the economic cost of thi- 
break—but the fact that it has » 
stubbornly clung to a discrimin- 
atory racial policy. The forces o! 
opposition, both within the na- 
tion and outside, are alrearly 
moving into the otfensive—ard 
with a little more time they 
could gain ascendency. 
Throughout these recent events 
there has been a serious failure 





of leadership. Dr. Verwoerd has| 


failed to take the steps the time: 
demand. And because he has 
failed here, he has weakened the 
leadership and has further iso- 
lated the position of the Western 
nations within the Common- 
wealth. 

British Prime Minister Mac- 
millan has correctly understood 
that the force of nationalism that 
is stampeding across Asia and 
Africa cannot be stopped, and 
therefore the best policy is to try 
to guide it and moderate it, as 
much as possible. 

But at a time when the United 
Kingdom and its Commonwealth 
are plunging into dark and un- 
charted seas, it needs every an- 
chor it can get. South Africa has 
long been such an anchor. 

What is needed is not more re- 
pression—events have gone tco 
far for that—but the opportunity 
for each member of the South 
African community to win his job 
and his position on the basis cf 
competence. This is the funde- 
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169 More Points Profit 
--- Added On Stoeks In Our Open Position 


SOUND PROGRAM 
FOR 1961 
A FULLY ROUNDED SERVICE 


For Protection — Income — Profit 


There is no service more practical . . . more 
definite . . . more devoted to your interests 
than The Forecast. It will bring you weekly: 
Three Investment Programs to meet your 
various aims . . . with definite advices of what 
and when to buy and when to sell. 


| Program 1 — Top grade stocks for security and 

| assured income with excellent ap- 

preciation potentials. 

;, Program 2— Special dynamic situations for 

! substantial capital gains with 

large dividend payments. 
Program 3-— Sound stocks in medium and 


lower-priced ranges to be recom- 
mended at under-valued prices 
for substantial gains. 


Projects the Market... Advises Whot Action to 
Take... Presents and interprets movements by 
Industry of 46 leading groups comprising our 
broad Stock Index. 
Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index 
- 100 High-Priced Stocks... 100 Low-Priced 
Stocks; also Dow-Jones Industrials and Rails 
from 1954 to date. 
Technical Market Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 
ties recommended. 
Telegraphic Service .. . If you desire we will 
wire you our buying and selling advices. 
Washington Letter—Ahead-of-the-News interpre- 
tations of the significance of Political and Legis- 
lative Trends. 
Weekly Busness Review and Forecast of vital 
happenings as they govern the outlook for busi- 
ness and individeal industries. 





Orr January 17th audit showed 684 points appreciation 
on the 22 stocks carried in our Forecast bulletin. Our March 
17th audit reveals a further gain of 169 points to a total 
of 853 points profit above any losses. 


Importantly, these gains have been achieved in good stocks 
where growth has been accelerated by stock splits and 
healthy expansion in company earnings. 


For example, American Chicle purchased at 49 was split 
two for one and received a 10° stock dividend, so sub- 
scribers hold 2.2 shares of the present stock, selling at 89 
for each share they purchased — actually representing 129 
points profit. 


After similar adjustment to show true profits, our Ameri- 
can Tobacco is up 71 points, Reynolds Tobacco up 172, 
Pacific Gas & Electric up 48, LT.&T. up 95, among others. 


At this time, we are extending a SPECIAL BONUS 
OFFER OF EXTRA SERVICE to encourage you to join 
The Forecast when it can be most rewarding in helping you 
to put your investment house in order—and to share in our 
1961 programs. 


SUPERVISED ADVICES — TIMELY AND DEFINITE 


Enroll now to receive all our coming recommendations 
as we release buying advices. Once you buy them you will 
have the security of knowing that we will advise you from 
week to week in our bulletins just how long each stock 
should be retained—when to take profits and where and 
when to reinvest. 


This supervision is provided for every Forecast bulletin 
recommendation so you will never be in doubt. 


Mail your enrollment today with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
promptly which to retain—which to sell to be ready for 
coming opportunities as we point them out to subscribers. 





| MAIL COUPON TODAY FOR SPECIAL BONUS OFFER 


~-——<— << owe 





of Cie Slute 
MONTHS’ $75 


SERVICE 
Plus Two Weeks Free 


THE INVESTMENT AND BUSINESS FORECAST ; aes 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 


I enclose () $125 for a year’s subscription—plus one month bonus 








[] $ 75 for 6 month’s Service plus two weeks bonus 


SPECIAL MAIL SERVICE ON BULLETINS 


12 “sevice == $125 


Plus One Month Free 


Complete Service will start as 
soon as your remittance 
reaches us — but annual en- 
rollments will date as offi- 
cially beginning one month 
later — semi-annual enroll- 
ments will date as starting 
two weeks later. 


APRIL 22, 1961 





Air Mail: [) $1.00 six months; [) $2.00 
one year in U.S. and Canada 

Special Delivery: () $7.80 six months: 
() $15.60 one year. 


Your subscription shall not be assigned at 
any time without your consent. 


[) Telegraph me collect your Forecast rec 
ommendations . When to buy and 
when to sell when to expand or 
contract my position 


List up to 12 of your securities for our 
initial analytical and advisory report 











mental principle that founded, 
built and preserved the prosperity 
of the Western democracies, and 
it is a dangerous time to lose 
sight of this fact. 

But if new positions of author- 
ity are opened to the native Afri- 
can it is also his obligation to 
learn moderation and to recognize 
that the risks, the sacrifices, the 
hard work, the capital and the 
skills that white Africans have 
invested in South Africa to de- 
velop it to its present prosperity 
also deserve their rewards. 

Unless competent leaders from 
within the ranks of Asian and 
African population are trained 
and prepared in this fashion, we 
will see a dozen more Congos erupt 
in chaos across the faces of these 
continents. Therefore, it is of the 
utmost urgency that the United 
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Kingdom’s patient and masterful 
efforts to seek an orderly transfer 
of power from colonies to full 
independence within the Com- 
monwealth must not fail. 


Commonwealth Now A “Bridge” 


When Mr. Duncan Sandys, the 
sritish Secretary of State for 

Commonwealth Affairs explained 
the new Commonwealth structure 
he said it was no longer “a form 
of bloc, but a bridge.” With the 
Western position within the Com- 
monwealth being increasingly iso- 
lated, as pointed out earlier, it is 
imperative that this particular 
“bridge” of communication be 
kept open and functioning. 

The skills, the wealth, the po- 
litical stability and the leadership 
of the South Africans are desper- 
ately needed by the United King- 
dom in its effort to help steer the 
unwieldy Afro-Asian wing of its 
Commonwealth through this deli- 


cate transition. The loss of this 
South African leadership is the 
fundamental tragedy in South 
Africa’s decision to leave the 
Commonwealth. The one bricht 
spot is the fact that the time 
available to South Africa for 


mustering this leadership has not 
yet run out completely. END 


Who Will Win 
In The Housing Market? 
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stand in the way of a dynamic 
housing industry. The shell home 
and the mobile home should take 
up some of the slack. 

Shell homes cannot yet qualify 
for mortgages, so their market 
is limited to those who can obtain 
financing from the »uilder him- 
self. Most of the shell home com- 
panies have either established 
their own finance companies or 
have direct tie-ins with major 
lenders such as CIT Financial. 

The mobile home, however, 
may get a boost from the new 
mortgage situation. In 1959 the 
FHA eased the mortzage require- 
ments on mobile home sites, so 
that now lots up to $1,500 in 
value can be mortgaged with a 
government guarantee. A further 
easing, under the Administra- 
tion’s new policy, could well spur 
a real boom in such construction. 

Despite the apparent growth 
ahead, there are few, if any, con- 
servative investment oportunities 
in the field. Chance-Vought is 





difficult to appraise at the mo- 


ment because of its possible 
merger with Ling-Temco. Cer- 
tain-Teed has advanced from $13 
a share to over $40 and Jim We!l- 
ter has climbed into the strato- 
sphere. 

There are other potential caa- 
didates, however. Johns-Manvi le 
is eyeing the field, and it would 
be a good guess that Masoni‘e 
will probably be attracted ly 
Certain-Teed’s success. The other 
companies are still too small ard 
speculative, but investors shou'd 
watch the field carefully for signs 
of better seasoning in some of 
the young companies. Some of 


tomorrow's giants of the ‘will- 
ing industry have already been 
born. EDD 





The Business Analyst 
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cancies and the 
home building. 
Although these conditions ap-' 
pear to militate against a boom, 
developing, the future is never’ 
cut and dried. If Federal spend- 
ing were to rise sharply, piling 
up big deficits, this could trigger 
inflationary fears. Under such 
circumstances, businessmen and 
consumers might move rapidly to 
acquire goods. However unsound, 
the immediate result might be 
rising prices and a spurt in busi- 
ness activity. An upturn based 
on such unhealthy conditions 
would undoubtedly carry the 
seeds of its own destruction and 
would also pose a serious threat } 
to the value of the dollar. END 


record cost of 





Gambling In Today’s Market 





(Continued from page 119) 


1961 corporate profits will differ 
little from 1960’s disappointing 
total. Never before has the indus- 
trial list run so far ahead of a 
conjectural degree of business re- 
vival, and put such high valua- 
tions on per-share earnings. 
This does not suggest an im- 
portant decline any time soon, nor 
even preclude some further ex- 
cess. But there could be graduz! 
disillusionment ahead since, at 
this leve!, one must wonder what 
is left for optimistic investors 
and speculators to discount. We 
continue to advise prudence an 
selectivity in portfolio manage- 
ment.—Monday, April 17. 
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Are You Satisfied with the Progress 


and Prospects for Your Securites ? 


~ 

This is a strategic time to take a “hard 
look” at the performance of your invest- 
ments — in light of the 1958-59 advance— 
the January-October 1960 setback — and the 
sharp rebound of the past five months. 


Do your holdings combine the security, in- 
come and growth qualities you seek? How 
can you keep your portfolio attuned to in- 
vestment-business outlook as the “Kennedy 
New Frontier” takes shape? 


If you are not fully satisfied with your 
investment progress, may we suggest that 
you consider the strong protection and ad- 
vantages of Investment Management Ser- 
vice, which has earned the renewal of 
practical minded clients for 10, 15, 20 years 
and longer. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list-— 
taking into consideration income, safety, 
diversificaion, enhaacement probabilities— 
today’s factors and tomorrow’s outlook. 





Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account .. . advising retention of those 
most attractive for income and growth .. . 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1961 
prospects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 

When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 





Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 





Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 


SJ o investors with $40,000 or more we shall be glad to send full information on 
Investment Management Service. Our annual fee is based on the current value of 
the securities and cash to be supervised—so if you will tell us the present worth of 
your holdings or list them for our evaluation—we shall quote an exact fee—and 
answer any questions as to how our counsel can benefit you. 


INVESTMENT 


MANAGEMENT 


SERVICE 
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LADY LUCK IS OUT OF LUCK 


American Tobacco quality controi leaves nothing to chance 


NO GUESSWORK ABOUT TOBACCO. Even before auction, tobacco from 
each area is examined to see if it measures up to American Tobacco 
standards. After purchase, as the raw tobacco gradually emerges into the 
finished cigarette, samples are put through quality tests. In the above 
test, tobacco is put through calibrated sieves to check for proper size. 


NO DOUBT ABOUT UNIFORMITY. To check uniformity, cigarettes are 
weighed and reweighed both at the plant and at American Tobacco’s 
Research Center. Other tests are made to check thickness, porosity 
and strength of the cigarette paper; the purity of flavorings; the tight- 
ness, stability, color and odor of wrapping materials. 


NO, NOTHING IS LEFT TO CHANCE! Selective buying, quality-control 
tests at the plant and in the Research Center make it extremely dif- 
ficult for an imperfect cigarette to reach the market. And yet American 
Tobacco has still another control—a Physical Standards Laboratory 
Unit that rechecks the finished products. Luck? No such thing! 


=» 

ests a year are conducted to 
control tobacco moisture. This exclusive prong moisture meter measures 
electrical conductivity of the shredded tobacco. Conductivity varies with 
moisture. At American Tobacco—the moisture of the tobacco is not 
allowed to vary more than a fraction of a per cent. 


NO UNCERTAINTY ABOUT BURNING QUALITIES. The burning quality 
of a cigarette is all-important. The moisture tests help insure proper 
burning. To double-check, the flow of air is measured through sample 
individual cigarettes under controlled vacuum. Cigarette-smoking ma- 
chines are also used to measure burning rates of cigarettes. 
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